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CONSUMER MOVEMENTS AND BUSINESS 


LOUIS BADER, New York University 


and 


J. P. WERNETTE, Harvard University 


Epiror’s Nore: This article on Consumer Movement 
originated as two separate articles by two authors. Some 
of the material in each of them was repeated in the other, 
and consequently, the editor asked the privilege of combin- 
ing the two. This will account for some difference in style 
within the article. It is the editor's hope, however, that he 
has retained the important parts of each article and has 
given emphasis to point of view of each author. 

That a consumer movement of considerable dimensions 
has developed during the depression years must be evident 
to every one. Clear recognition of this movement is found 
not only in this article by Professors Bader and Wernette, 
but also in the two articles that follow. These following 
articles were read at the mid-year meeting of the American 
Marketing Association and are representative points of 


view respectively of a member of the Consumer's Counsel . 


of the Agricultural Adjustment Administration and the 
President of the American Association of Advertising 
Agencies. 4s Mr. Benson clearly points out the Consumer 
Movement must be carefully watched by all people engaged 
in marketing and advertising, for organized women are 
becoming consumer conscious. 


I 


ONSIDERABLE interest has developed 
since 1930 Over various consumer 
movements which have recently come 


into the public eye. The extent of the 
movements and their significance would 
seem, however, to be only dimly com- 
prehended by the majority of business 
men. While there have been consumer 
movements concerned with prices and 
quality of goods from time to time over 
several centuries, the continued growth 
and present strength of those now in 
being are the result of recent causes. The 
present movements are the outgrowth of 
sales of some shoddy goods born of the 
Great War; the illusions of permanent 
prosperity during the 1920’s, the almost 
intolerable burdens of the recent depres- 
sion, and certain types of consumer 
education. 

The consumer wants economically an 
abundant living and this may be secured, 
he would seem to think, altogether 
through low prices and good quality 


3 


-_ 





4 





THE FOURNAL OF MARKETING 





merchandise. To secure these he needs 
protection. 

Because of the difficulty of securing 
the protection that the consumer has 
seemed to require, from time to time he 
has resorted to devices of his own which 
in a measure may furnish protection. 
These devices, called consumer move- 
ments, may be defined as collective action 
by a number of people in their capacities 
as consumers to secure protection from and 
to correct situations which seem to interfere 
with the fullest use of goods and satisfac- 
tion from their consumption. A review of 
consumer activities suggests that the 
protection most desired has been from 
high prices over which individual con- 
sumers have little or no control, and to 
correct poor quality of products which 
today, for a variety of reasons, the con- 
sumer cannot judge and against which 
he cannot protect himself. 

To secure this protection consumer 
movements have taken various forms 
and may be listed under seven heads, 
following Wyand in part.! 

1. General but unorganized criticism. 
This is the general objection raised on 
occasion to rapidly advancing prices. 
While a great many participate in the 
discussion and receive the cooperation of 
newspaper and other forums, very little 
of benefit flows from it because it is un- 
organized. Out of such discussion may 
come, however, individual restraint of 
purchases which may finally be felt in 
some lines and price rises may stop. 

2. Organized efforts to obtain public 
action. These arise when some situation 
develops which strongly provokes the 
consumer, as for example, deaths from a 
patent radium cure or from the use of a 
drug diluted presumably for safe use, as 
in the case of sulfanilimid, or instances as 
disclosed in the 1880’s and 1890’s which 
finally led to the Pure Food and Drugs 


1 Economics of Consumption, pp. 386 ff. 


Act of 1906. Recently the Wheeler-Lea 
amendment to the Federal Trade Com- 
mission Act has given the Commission 
some power to regulate advertising and 
specifically, to prevent forms of adver- 
tising injurious to consumers. 

Recently an estimate was made by the 
Crowell Publishing Company that more 
than 5,000,000 women in various organi- 
zations are affected by consumer educa- 
tional material and are more or less 
active in efforts to secure legislation 
favorable to consumers. These organiza- 
tions are as follows: 


Women’s Joint Congressional Com- 
mittee consisting of 
Approximate 
Membership 
American Association of Uni- 
versity Women.......... ' 
American Dietetic Association 
American Federation of Teach- 
ers 
American Home Economics As- 
sociation. , 
American Nurses Association . . 
Council of Women for Home 
Missions 
Girls’ Friendly Society of the 
U.S.A. 
Medical Women’s National As- 
sociation 
National Boardofthe Y.W.C.A. 
National Congress of Parents 
i er ee 1,877,073 
National Consumers’ League. . 3 
National Council of Jewish 
Ns ene ahs Cee 
National Education Associa- 
I sccrc ave tad (several hundred thousand) 
National Federation of Business 
and Professional Women’s 
lee iil la tah a 
National League of Women 
| IFAS REE Perera ere 
National Service Star Legion 


$5,000 


12,000 
131,000 


48 ,000 


62,000 


48 ,000 


2 Advertising and the Consumer Movement. The Crow- 
ell Publishing Company, November 1, 1937, pp. 12-13. 
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National Women’s Trade Union 
League 

Women’s Homeopathic Medi- 
cal Fraternity 


The group of women making up the member- 
ship of this committee is one of the most 
potent organizations in the country in obtain- 
ing the support of women’s organizations 
for legislation of interest to women.” 


In addition to these there are the 
following who may be moved to aid in 
securing action: 


American Association for Adult 
Education . 

Consumers National r ‘ederation 

Federal Council of the Churches 
of Christ in America...... 

General Federation of Women’s 


1,100 


20 ,000 ,©00 


Reels soe e wee Gs 2,000,000 
League of Women Shoppers... . 25,000 
National Council of Catholic 

ee I ,000 ,000 
National Women’s Relief. So- 

(| RRS oo AB pm Ce 6g ,700 
International Garment Workers 

RE a ee PRR AD 250,000 


It will be noticed some of these groups 
contain men and if full strength is given 
to all of them the number affected may 
reach nearly a third of the total popula- 
tion. 

These groups are not yet as closely 
organized as they could be and therefore 
their effectiveness is not what it may 
possibly become. But even at the 
moment to treat the movement lightly 
would be a mistake. Members of many 
of these organizations are leaders in 
other organizations and as such may be 
powerful factors in canalizing con- 
sumers’ thoughts along specific lines. As 
examples, Helen Hall, director of Henry 
Street Settlement in New York, is presi- 
dent of Consumers’ National Federation; 
Mary K. Simkovitch, director of Green- 

3 Ibid. pp. 13-17. 


wich House, has just been elected chair- 
man of the newly formed Lower West 
Side Congress for Consumers,‘ and 
Louis Waldman, a member of the New 
York State Executive Committee of the 
American Labor Party, is working 
strenuously for a Consumers’ Bureau for 
the State of New York. 

The first two movements are marked 
by consumer dependence on aid from 
outside forces to secure the desired ends. 
The next three movements are marked 
by direct action on the part of the con- 
sumer himself to secure changes in busi- 
ness conduct which might give him 
better goods for his expenditures. 

3. Consumer boycotts. These in highly 
organized form are of recent origin. 
Labor has used them for a long time to 
aid in its organization. With them it 
takes the form of boycotting goods of- 
fered for sale not bearing the union 
label. Not only unionists but their 
friends usually help them. An attempt 
at boycott by consumers, poorly organ- 
ized, was made in 1920 when the price 
level reached a high point. Among other 
activities New York City saw an overall 
parade down Broadway early in the 
year. In England in 1922 a middle-class 
union was formed to fight high prices. 
Since then sporadic efforts at organized 
boycotts have been made and where de- 
termination has been strong they have 
accomplished their purpose. As examples 
we point to The Amarillo Texas Case of 
proposed boycott of telephones for lower 
rates, bread and rolls boycott in New 
York City, 1934, the famous meat strike 
in Detroit, 1935, and the Kosher meat 
strike in New York City in 1937. Well 
organized boycotts are highly effective, 
but are not used greatly because of the 
frequently successful efforts made to 
dampen the ardor of the leaders, and 
because the results attained may be at 


4 New York Times, February 27, 1938. 
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too great a cost for those participat- 
ing. 

4. The cooperative buying association. 
This is a movement by consumers within 
the framework of the existing economy 
to assume the entrepreneurial role for 
their own benefit. The consumer here is 
not interested in profits for shareholders 
but in a surplus for himself which may 
take the form of lower prices or better 
quality. As it has developed, it would 
supplant the present individualistic 
society with a cooperative common 
wealth. 

In the modern sense the movement 
goes back to 1844 when a group of cloth 
weavers in Rochdale, England, formed 
a consumer cooperative. Since then it 
has had a wide and substantial growth 
in European countries, especially in 
Great Britain and the Scandinavian 
countries. Here in the United States the 
movement has not been particularly suc- 
cessful despite the fact that the past five 
or six years have seen considerable con- 
sumer cooperative activity. These organ- 
izations do little more than 1% of the 
total retail trade of the country. Reasons 
for apathy towards cooperative buying 
in this country may be found in the facts 
that until recently it never seemed neces- 
sary in this country to count the pennies; 
a cent or two saved per dollar did not 
warrant the trouble of forming and 
maintaining a cooperative and the qual- 
ity of many goods sold seemed to be sat- 
isfactory. 

Because of recent publicizing of the 
cooperative movement—see Childs, 
Sweden, The Middle Way, and the Report 
of the Inquiry on Cooperative Enterprise 
—some people are anxiously inquiring 
not only about the growth of this move- 
ment but about its significance. A report 
has recently been made by three of 
England’s outstanding professors which 
throws considerable light on the query 


just raised. The report is called Con- 
sumers’ Cooperation in Great Britain by 
Carr-Saunders, Florence and Peers. 

Their report suggests® that the con- 
sumers’ cooperative movement seems 
to have its limitations. In Great Britain 
after more than go years the coopera- 
tives do less than 11% of the total retail 
trade. Despite the fact cooperative 
capital is now over $1,500,000,000 and 
its trading operations are to an even 
greater amount, it is not half as good as 
it ought to be. The criticism is made that 
it does not know where it is going. It has 
not been able to work out a new philoso- 
phy. It is following a political policy that 
is not influential; its educational work 
is conventional and without imagina- 
tion; its press is dull and hard to read; it 
does not attract and keep the best brains 
and it is unwilling to spend money for 
the best technical and_ professional 
services. The cooperatives both in whole- 
saling and retailing do not lead, they 
simply follow, which may result from 
the decentralized democracy which char- 
acterizes the movement in Great Britain. 
This criticism would suggest that the 
high hopes entertained recently of the 
part this movement would play in 
economic redemption of mankind are not 
going to be fulfilled. 

5. The cooperative search for informa- 
tion. Wyand suggests that this offers the 
best adjustment to the existing econ- 
omy.® This effort of the consumer to help 
himself, while comparatively new, has 
assumed a pervasiveness that is surpris- 
ing to the uninitiated. Its genesis may 
be found in the book by Stuart Chase and 
F. J. Schlink Your Money’s Worth pub- 
lished in 1927. Shortly after it appeared 
Chase and Schlink formed a Consumers’ 
Club to supply advice to members. This 


5 See Review of report in Manchester Guardian Weekly 
Jan. 28, 1938, p. 75. 
6 Wyand, Op. cit., p. 391. 
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club grew rapidly and soon thereafter it 
seemed to be advisable to form a more 
effective institution and the Consumers’ 
Research, Inc., came into being. This 
organization is reported to analyze all 
sorts of consumers’ goods and to classify 
such goods as Recommended, Inter- 
mediate, and Not Recommended.’ How 


7 That there is a need of such study and development 
of standards may be noted from the experiences of one of 
the authors. Between the years 1910 and 1927 he was 
closely identified with wool piece goods manufacturing 
and cotton goods converting industries. Standard meth- 
ods of adulteration then were to twist a thin sliver of 
worsted yarn around the cotton yarn to be used for the 
filling; or to weave in the filling one thread of cotton 
and one thread of wool or worsted yarn; or to start a 
new fabric with so many threads to the filling and grad- 
ually reduce the number so that 48 became 42. In the 
conversion of cotton goods various fillers in the form of 
sizing were used to add weight to the cloth at no great 
cost, and at the beginning this method of adulteration 
was quite profitable. In other cases finishes such as linen 
or woolen were developed on cotton or cotton and woolen 
goods. In all cases competitors would quickly discover 
the deception and proceed to meet it or go it one better. 
In the long run customers got all that could be ex- 
pected for the prices they paid. Frequently the adultera- 
tion appeared to be necessary as a matter of business 
self-preservation because competitive conditions were 
frequently describable by no other term than “‘fierce.” 

In the early part of the period above referred to there 
was begun on a wide scale that adulteration of silk by 
use of salts to weight the product. One of the first users 
of the process, although previously unknown as a 
manufacturer of silk, shortly found himself with a large 
silk business. For a while competitors tried to meet the 
competition by reducing costs, but presently many 
others adopted the process, and today the weighting of 
silk is generally accepted. Now in consumer interests it 
is proposed that labelled silk carry the information of 
per cent of weighting materials present in the product. 
Manufacturers seem willing to accept such provisions 
but some do not want it made mandatory on the ground 
that consumers’ only interest is fear that dry cleaning 
may dissolve the weighting. Since this, however, cannot 
occur and since weighting may increase the textile 
strength, there is no need for mandatory statement of 
per cent of weighting. (New York Times, February 27, 
1938, Sec. 3, 8.) If thatis the only fear of the consumer 
the manufacturer’s position would seem to be well 
taken. It should be noted, however, in the earlier days 
the objection of consumers was to the fact that they 
bought and paid for silk and when they got some silk 
mixed with mineral salts they felt they had been de- 
frauded. If the consumer movement is as strong as some 
people think and if manufacturers have nothing to fear 
they could well state the per cent of weighting and thus 
satisfy the consumers. The consumer interest in most 


effective the tests are we do not know 
and what consideration is given to neces- 
sary leeways for commercial production 
purposes again is not known. 

Because of the effects on business this 
type of organization is important. There 
exists not only Consumers’ Research, 
Inc., but an offshoot therefrom called 
Consumers’ Union which is thought to 
be even more influential. Similar to these 
two are Cooperative Distributors and 
the Intermountain Consumers’ Service. 
Altogether the membership in them may 
not be more than two hundred thousand. 
But these members as heads of house- 
holds or because of important positions 
held may influence other hundreds of 
thousands and indirectly may influence 
qualities of consumers’ goods for every- 
one. 

In their monthly bulletins and annual 
buying guides, CR and CU classify 
commodities into three similar groups: 
“Recommended,” or “Best Buys’’; ‘‘In- 
termediate,” or “Also Acceptable;” and 
“Not Recommended,” or “Not Ac- 
ceptable.” The CR and CU ratings 
naturally cover more or less the same 
type of commodities and the same 
brands. Inspection indicates that there 
is a high degree of correlation between 
their respective ratings. This may or 
may not be because of copying or being 
guided by each other’s findings. There 
are, however, occasional discrepancies. 
Most of these are “one degree” dif- 
ferences, e.g. a brand rated “A. Recom- 
mended” by CR may be in CU’s “Also 
Acceptable” category. In a few cases, 
however, the two services give flatly 
contradictory opinions. The following 
examples were taken from the two 1937 
annual cumulative bulletins. 





cases may be in seeing informative labels on goods 
rather than being guided altogether by the information. 
The label may be sufficient assurance to control them 
on buying specific goods. 
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Branded Commodity 
An automobile tire 


A Scotch whisky - * 
A toothbrush "he 
A rye whisky “A. 
A woman’s shoe a * 


Under this general classification we 
may put certain educational groups 
which not only search for information 
but which also are influential in spread- 
ing, in very effective fashion, informa- 
tion decided by them to be of value to 
consumers. These are the American 
Home Economics Association of 12,000 
members, over 7,600 of them teachers 
of home economics in secondary schools 
and colleges; the American Association 
of University Women with a member- 
ship of 55,000 which — spreads in- 
formation, and the National League of 
Women Voters with 48,000 which pre- 
pares and distributes special reports of 
interest to consumers and which agitates 
for a specific program looking toward the 
strengthening of food and drug legisla- 
tion, censorship of advertising and 
strengthening of public agencies dealing 
with consumers’ problems. 

Since these groups are interested in 
spreading consumer information, atten- 
tion can well be directed to some Federal 
government activities which consist of 
research and the spreading of consumer 
information in more or less effective 
fashion. In this connection the Depart- 
ment of Agriculture is of greatest im- 
portance and only its work will be 
indicated. It is as follows: 


1. Consumers’ Counsel of the A.A.A., 
which publishes Consumers’ Guide. This 
periodical has a circulation of about 
100,000 and is furnished free. The 
reader gets 20 well-written pages of in- 
formation on products, prices, and con- 
sumer cooperative movements. It is of 
wide influence since it is used for teach- 


CR Rating 
““A. Recommended” 
. Not Recommended” 
. Not Recommended” 
Recommended”’ 
. Not Recommended” 


CU Rating 
“Not Acceptable” 
A “Best Buy” 

A “Best Buy” 
“Not Acceptable” 
A “Best Buy” 


ing purposes both in schools and among 
consumer groups.*® 

2. Home Economics Bureau which 
conducts many studies on diets, textiles, 
budgets, etc. These studies appear in the 
form of pamphlets which are available 
at little or no cost. The services of the 
Bureau are widely used, more than 
150,000 inquiries being received an- 
nually. 

3. Agricultural Extension Service, the 
women agents of which carry on con- 
sumer education work in small towns 
and rural communities. 

Food and Drug Administration 
which enforces the Act of 1906 and 
amendments thereto. Some of its work is 
to educate producers to conform to the 
act and to show consumers how to read 
the labels which inform as to the con- 
tents of packaged foods and drugs.° 

The cooperative search for informa- 
tion has grown with such leaps and 
bounds during the past ten years prob- 
ably because of books such as 700,000,- 
000 Guinea Pigs, Skin Deep, Your 
Money's Worth and American Chamber 
of Horrors which have enjoyed a wide 
sale and an even more widespread circu- 
lation not only among purchasers and 
their families but also through libraries 
where they have been among the most 
popular books on the shelves. 

6. Cooperative search for understanding 
between consumers and business men. An- 


8In the Consumers’ Guide, Vol. 4, No. 23, a brief 
note calls attention to the fact that the Consumers’ 
Counsel Division has a file of more than 300 schools 
which are doing some type of consumer education. 

9 Since this article was written the Pure Food and 
Drug Act of 1938 has been passed by Congress. 
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other form of consumer cooperation is 
to be found in very recent developments 
not yet articulate enough to suggest just 
what will be done and the success they 
will have, but which are designed to 
bring together the consumer and the 
other interests in economic society. 
These are to date: 


1. The Consumer’s Foundation or- 
ganized to serve as a fact-finding non- 
profit body to promote proper balance 
between consumer interest and the 
interests of labor, agriculture and in- 
dustry. The leaders in this organization 
appear to be William Trufant Foster, 
director of Pollak Foundation for Eco- 
nomic Research and Karl T. Compton, 
President of M.I.T.!° At the moment it 
would appear to be a fact-finding body 
dealing with the conflicts between the 
interests quoted above. They hope to 
make the facts public as widely as pos- 
sible so that people generally will know 
“certain basic economic truths concern- 
ing which there can be no controversy.” 
This ambitious program would suggest 
to one to wish them good luck. 

2. Consumer Retailer Relations Coun- 
cil. This is to be a forum in which “‘con- 
sumers and retailers can consider their 
mutual problems in accordance with the 
best interests of both. ...” It grew out 
of the work of the Advisory Committee 
on Ultimate Consumer Goods of the 
American Standards Association and a 
“consumer relations program of the 
National Retail Dry Goods Associa- 
tion.” The present members are “the 
American Home Economics Association, 
American Association of University 
Women, General Federation of Women’s 
Clubs, National Retail Dry Goods As- 
sociation, American Retail Federation, 
National Association of Better Business 
Bureaus, Inc., as well as certain in- 


10 New York Times, January 9, 1938, Sec. 3, p. 8. 


dividuals who have made significant con- 
tributions to the work of the Council’’; 
and the purposes are: 


To promote the use of informative 
labeling 


To promote the use of informative ad- 
vertising 


To promote informative salesmanship 


To encourage practices which will tend 
to reduce abuses of such privileges as 
customer accounts, returns, deliveries 
and similar services 


To foster local cooperation between 
stores or groups of stores and local con- 
sumer groups 


To promote the use of adequate stand- 
ards for consumer goods 


To promote the use of uniform ter- 
minology in describing consumer goods 
and services 


To develop and promote the use of 
suggested codes of ethics for both re- 
tailers and consumers. 


The Council does wot engage in any 
legislative activity”; and the benefits 
expected are: 


The aim of the Council is to develop its 
program so that it will be of direct benefit 
to the consumer public and to the retail 
industry. 


To the retail industry, it offers: 


A means of reducing costs by attacking 
the problems of returned goods, com- 
parative pricing, low sales and advertis- 
ing efficiency. 


A means of enhancing that greatest of 
all assets, customer confidence, by co- 
operation with consumers. 


Voluntary insurance against undue re- 
strictive legislation and regulation by 
making such regulation unnecessary. 
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To the consumer, it offers: 


The means by which the consumer can 
know the quality and characteristics of 
goods offered for sale. 


The means by which she can spend her 
money wisely, thereby increasing the 
value of her income. 


The means by which she can take a 
more active and important part in the 
economic life of her community." 


This Council is quoted at length because, 
it seems, if our present system is to be 
preserved and its faults corrected that 
this organization offers a sane approach 
to some of the problems of consumers 
and if generally accepted considerable 
good may arise from it. 

3. Consumers’ National Federation, 
headed by Helen Hall of Henry Street 
Settlement. This organization is ap- 
parently to be a catalytic agent to fuse 
all organizations interested in the con- 
sumer for united action at least with re- 
spect to consumer relations. At the 
moment, apparently, it is primarily in- 
terested in securing the establishment of 
bureaus or departments of consumers 
both in state and Federal governments.” 

7. Formal consumer education. One 
can refer to a seventh form of consumer 
movement, called such only because of 
consumer participation in it, which is the 
formal education now being or about to 
be offered to aid consumers and those 
interested in the consumer. This form 
would cover the courses in Home Eco- 
nomics with emphasis on Buymanship 
now given in secondary schools and col- 
leges and courses in the Economics of 
Consumption offered in colleges and 
universities. As an aid to the latter and 
following Kyrk’s The Theory of Con- 
sumption the following books have been 

4 Consumer Retailer Relations Council, J¢s Organiza- 


tion and Its Work, pp. 2-4. 
12 New York Times, February 20, 1938, Sec. 3, p. 8. 


published: Waite, Economics of Con- 
sumption; Hoyt, Consumption of Wealth; 
Nystrom, Economic Principles of Con- 
sumption; Lough, High Level Consump- 
tion; Pitkin, The Consumer; Kyrk, The 
Economic Problems of the Family; 
Wyand, Economics of Consumption; 
Zimmerman, Consumption and Standards 
of Living. In addition, many of the 
newly written general economic texts 
have chapters on consumption. A no- 
table example of this is Andrews and 
Michels’ Economic Problems of Modern 
Society. Following the Introduction 
these latter authors give over to the con- 
sumer and consumption the next go 
pages and later 44 more pages are given 
over to the treatment of marketing or 
how to get goods to the consumer. 

For the present the culmination of this 
movement is to be found in the action of 
the Sloan Foundation to set up an In- 
stitute for Consumers Education at 
Stephens College, Columbia, Mo. This 
Institute is to be a national center for 
research and education in consumer 
problems which it is hoped will even- 
tually enlighten the average person in 
his everyday struggles with his consump- 
tion problems. 

This latter movement is most signifi- 
cant for two reasons. First, because it is 
in the field of formal education, it is 
done quite efficiently, also objectively, 
and it is usually regarded as authoritative 
by those exposed to it. Consequently, 
what is said and done in the classroom 
may stick longer and be carried out and 
used more surely to inculcate others. Like 
the widening ripples of the disturbed sur- 
face of a lake many may be effectively 
touched by it. Secondly, because the 
consumer problem is not so one-sided as 
the consumer movements outlined above 
would suggest. The solution rests partly 
with the individual consumer. A requi- 
site to the living the consumer wants is 
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intelligent activity on his part. It would 
be good business for business men to co- 
operate in this field. 


I] 


The formal reasoning in support of the 
necessity for these movements might be 
presented as follows: 


1. In an advanced economy, charac- 
terized by an elaborate division of labor 
and a high standard of living, the con- 
sumer is, of necessity, a buyer of a large 
range of commodities of which she can- 
not be more than a comparatively un- 
skilled purchaser.! 

2. The consumer’s ignorance is taken 
advantage of by business interests in the 
sense that goods are foisted upon the 
public at prices higher than would truly 
measure their real merit. 

3. Therefore, the consumer needs to 
be advised and educated by an expert 
organization, that can appraise the real 
merit of different commodities and com- 
municate this information to her. 


The first of these reasons plainly con- 
tains a large element of truth. The 
housewife, for example, usually can tell 
rich milk from skim milk, but she can- 
not identify tubercular milk. 

The second contains some element of 
truth—just how much would be the ob- 
ject of bitter controversy. Fortunately, 
determination of how much is not crucial 
to the present argument. If it be admit- 
ted that consumers are ever gulled, the 
door is opened, at least that much, to 
the remainder of the argument. 

If this much is conceded, it may seem 
that the validity of the third reason fol- 
lows automatically. But this is not neces- 
sarily true. It would be true (1) if the 
advice were always accurate, (2) if the 


1 Since women do the bulk of the buying of con- 
sumer goods, the generic consumer will be referred to 
in the female gender. 


consumer were enabled to purchase to 
better advantage with than without the 
advice, and (3) if the gain thus secured 
were greater than the cost of securing it. 

It would also be true if conditions 
(2) and (3) were completely fulfilled, and 
if condition (1), though not completely 
fulfilled, were fulfilled to an adequate 
extent. That is to say, CR and CU do 
not have to be 100% right all the time, 
in order that their existence be justified. 
There is no need to set up the “‘100% 
perfect” standard in this imperfect 
world. 

Note, however, that if a consumer- 
adviser gives inaccurate advice, if CR 
or CU mistakenly urges buyers to pur- 
chase brand A and reject brand B, two 
wrongs have been done (if the con- 
sumers follow the advice) and one un- 
deserved gain has been caused. 


1. The consumers have been led to 
make a less than perfectly satis- 
factory use of their money. 

. The producer of brand A has been 
unfairly injured. 

. The producer of brand B has reaped 
undeserved gains. 


to 


, 
we 


It must also be observed, however, 
that, in the absence of such advisory 
organizations, consumers also probably 
make mistakes in deciding what to buy 
and what to reject. When such mistakes 
are made spontaneously by consumers, 
the same three consequences listed above 
also follow. In this respect the question 
is whether the consumers make fewer 
mistakes with the aid of CR and CU 
than they make without such aid. 

On the face of the matter, it may ap- 
pear that research organizations with 
equipment, technical knowledge, and 
funds for experiments surely would make 
fewer mistakes than would unguided 
consumers. Indeed, it may appear ob- 
vious that the plan of having expert 
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advisory organizations is simple, scien- 
tific, and desirable. 

Simple it is not. Scientifically it has 
limitations. Desirable nevertheless it 
may be, despite the difficulties involved 
in giving accurate advice. To these dif- 
ficulties we now turn, with the comment 
that they are not peculiar to CR and CU. 
These philosophical and logical diffi- 
culties are inherent in any attempt to 
rate consumers’ goods, and to make 
specific buying recommendations. 


Ill 
The first of these difficulties is the 


problem of establishing scientific, objec- 
tive standards of quality as distinguished 
from the easy task of accepting the per- 
sonal preferences of groups of persons, 
large or small, and assuming that they 
constitute adequate standards. To il- 
lustrate, a high sugar content of syrup in 
which canned fruits are packed is com- 
monly taken to be associated with high 
quality. Now from a scientific point of 
view what warrant is there for supposing 
that a syrup of high sugar content is, in 
fact, better than a syrup of low sugar 
content? Is this not a matter of taste, 
rather than a question that can be set- 
tled by objective references? For dia- 
betics a high sugar content is definitely 
bad. What evidence is there that for 
healthy persons a high sugar content is 
good? One canning company, for ex- 
ample, some of whose products have 
received a ““B” rating from CR because 
of the medium sugar content in which 
they were packed, insists that the ma- 
jority of people do not care for a sweeter 
syrup. If any rating agency is going to 
take general preferences as a standard 
for the measurement of quality, that as- 
sumption should be clearly stated, for 
there is a vast difference between a 
preference, however widespread, and a 
scientific standard of goodness, if indeed 


such scientific standards are possible at 
all. If preferences are to be taken as 
standards, it would furthermore be of 
first importance to make sure that the 
preferences have been in fact ascertained 
and to make allowances in some way or 
other for consumers whose preferences 
do not coincide with the majority. Thus, 
for example, coffee containing chicory 
might be condemned on the grounds of 
adulteration, but it is a fact that many 
people in Louisiana prefer coffee con- 
taining chicory. Furthermore, the fact 
must be recognized that a preference 
even though universal is not a scientific, 
objective standard. Nevertheless, the 
greater the prevalence of a preference, 
the more suitable it is for use as a quality 
standard. 

The second problem which any rating 
organization must face is that of meas- 
uring any given quality characteristic. 
Thus if flavor is an important element in 
a rating scale how is it to be measured 
and what is the guaranty that the meas- 
urement will be accurate and reliable? 
If it is desired to test the wearing quali- 
ties of competing brands of shoes how is 
this to be done? It may seem to an in- 
genious enthusiast that it would be easy 
to contrive a clever or complicated 
machine upon which the shoes could be 
placed and to receive a treatment cor- 
responding to that of wear by human 
beings. Such machines have actually 
been built and used. Plausible though 
this may sound, it is a well-known fact 
in the shoe trade that machine testing is 
not a reliable method of discovering how 
shoes will wear when they are on people’s 
feet. Few are the laboratory testing 
methods that accurately reproduce the 
conditions of actual use. 

The third problem occurs in attempt- 
ing to rate commodities that have more 
than one quality characteristic. Thus in 
rating canned peas, how much weight 
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shall be given to each of their quality 
characteristics—size, color, flavor, clear- 
ness of liquor, tenderness, maturity, and 
uniformity of size and color? If each of 
these characteristics were to be given a 
certain maximum attainable number of 
points, the total being equal to 100, so 
that perfect canned peas would rate a 
combined score of 100, how many points 
are to be given to each of them? Shall 
flavor and tenderness be given 30 each, 
and the others 10 each, or what other 
combination shall be used? Clearly a de- 
cision with respect to this problem must 
contain large elements of arbitrary opin- 
ions and therefore, presents opportunity 
for large honest differences of opinion. 
By what authority may anyone set him- 
self up as an arbiter and, on the basis of 
his system of weighting, give advice 
which may prove harmful to some pro- 
ducers and beneficial to others? 

Occasionally CR and CU recognize 
this dificulty—e.g. CR admitted that, 
owing to the presence of several quality 
factors, no rigorous scientific evaluation 
of toilet paper is possible and the con- 
sumer must judge for herself. The dif- 
ficulty is present, however, not in one or 
two commodities, but in almost all 
commodities. 

This type of problem may indeed by 
illustrated by commodities in which 
various quality characteristics are in- 
herently contradictory. Women’s hosiery 
constitutes an example. Two desired 
characteristics, durability and sheerness, 
cannot simultaneously be had in maxi- 
mum amounts. Which, then, of two 
pairs of hose, one sheer but not durable, 
and the other more durable but heavier, 
is to be given the A rating? 

A fourth danger is the possibility of 
overlooking quality characteristics en- 
tirely. In its rating of men’s bathing 
suits, CU took account of the softness 
of the wool, strength of construction, 


tightness of knit, resiliency, water-fast- 
ness, and sunfastness, cut, and fit. Their 
“Best Buy” for men was a pair of trunks 
selling for a rather high price of several 
dollars. What CU left out of account, 
however, were these two factors: (1) 
moths, and (2) changes of fashion. What 
is the use of having a sturdy swim suit 
that will wear several seasons, if the 
moths get at it or the fashions change? 
Would many women care to appear to- 
day in the sturdiest bathing suits of 10 
or 20 years ago? There are many such 
suits still in existence, in attics. No, a 
less expensive and less durable bathing 
suit, bought every year or two, may 
actually be a better buy, by reducing or 
avoiding the losses caused by moths and 
change of fashion. 

It is surprisingly easy to overlook 
quality characteristics entirely. Thus 
when CR advises the user of a mechani- 
cal cigarette lighter to purchase non- 
leaded gasoline in bulk in preference to 
branded products put up in_ small 
specially devised containers, the recom- 
mendation is made solely with respect 
to the price per quart and leaves entirely 
out of account the inconvenience of 
filling a cigarette lighter with a medi- 
cine dropper out of a large bottle and the 
inconvenience of carrying a large bottle 
in one’s luggage when traveling. May 
not the superior convenience of using a 
special container coupled with the small 
bulk (which lasts a long time anyway) 
much more than offset the undoubtedly 
higher price that one pays per quart? 
Price per quart is not the only basis on 
which to judge the purchase of a 
cigarette lighter fluid; convenience in 
carrying and use are relevant to the 
decision. 

A fifth consideration in rating com- 
modities is the use to which a commodity 
is to be put. Any commodity could be 
condemned if rated under an inappro- 
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priate heading. Thus CR gave a well- 
known set of children’s books a “C” 
rating under “encyclopedias” with the 
comment “Not arranged as an encyclo- 
pedia.” The set of books is not an en- 
cyclopedia; but for what it is, is thought 
of very highly by many competent per- 
sons. Yet the reader of CR’s report 
would gather the impression that the set 
of books is not good and thus would be 
misled at the same time that their pro- 
ducer might be injured. The Scriptures 
themselves could be given a “C” rating 
under this heading, for the same reason. 

A sixth difficulty revolves around the 
selection of samples. There are, perhaps, 
many commodities each unit of which 
is exactly like the others. Many com- 
modities, however, do not fall in this 
category, and in this.event, he who 
essays to rate the commodity from sam- 
ples, as anyone must necessarily do, runs 
the risk of picking samples which are 
either better or worse than the average 
and reaching thus an inaccurate con- 
clusion. A nationally known producer of 
grocery specialties whose products are 
generally considered to be of highest 
quality received a “B” rating from CR 
on one of the company’s products for the 
obvious reason that the samples tested 
happened to come from an unusually old 
stock. (Eventually, in response to the 
firm’s protest and explanation, its prod- 
ucts were all given an “‘A”’ rating.) 

A seventh problem in rating commodi- 
ties involves the differences in the 
persons who use them. Differences in 
users may be of such importance that 
a commodity entirely suited to the needs 
and capacities of one person may be 
quite unsuited to another. Just as some 
persons are allergic to certain foods so 
some are “allergic” to (for instance) 
mechanical devices. It is well known in 
the automobile trade that if all persons 
were skillful drivers and competent me- 
chanics, automobiles could be built 


which would serve such persons better 
than the cars now produced. Such auto- 
mobiles, however, would be extremely 
unsatisfactory in the hands of the 
average driver and would give much less 
satisfaction than do today’s cars. Simi- 
larly, with regard to sunburn lotions and 
medicaments generally, different users 
get different results from the article. 
The satisfaction given by razors and 
razor blades differs substantially as 
among different men. A razor blade ap- 
parently may actually be foo sharp for 
some men’s skins. 

Eighth, and finally, come considera- 
tions related to price and the income and 
wants of buyers. If a consumer adviser 
undertakes not merely to rate the 
quality of commodities and brands, but 
also to select certain ones as “Best 
Buys,” he must take into account their 
prices. This is, of course, done by CR 
and CU. At first glance, it would seem 
that this presents no difficulties. It could 
be done thus: Let the quality of each of 
the various articles be expressed as 9 
and its price as P. For each article or 
brand, let the quality be divided by the 
price (9/P) and the one with the highest 
quotient is the best buy. 

In fact, it is not necessarily the best 
buy, except for persons of equal means 
and equal tastes. This statement can be 
illustrated by a simple, hypothetical 
example. Suppose three different brands 
of a commodity to be under considera- 
tion. Suppose the commodity to have 
only one quality characteristic (which 
as we have seen in point three, above 
is rare), and that precisely measurable, 
(which as noted in point two, is not al- 
ways true). Let us make a table: 


Quality 

Rating Price 9/P 
Brand A 10 $ 1 10 
Brand B 100 5 20 
Brand C 200 50 4 
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Now it may seem that brand B is the 
best buy, quality avd price considered, 
and that the advisory service should so 
counsel its members. 

Brand B, is not, however, necessarily 
the best buy for a// consumers. A very 
poor man might be foolish to spend $5, 
and far better off to be content with the 
less fine brand, and spend the other $4 
on something else. Contrariwise, a rich 
man might be making the best use of his 
money in buying brand C. The question 
for him to answer is this: “‘If I buy brand 
B, and save $45, thus using something 
ihat is not the best, can I spend the $45 
on anything that will in fact give me 
more pleasure than the extra pleasure 
that I would get from having the best 
instead of the second best?” If he can find 
no other use for the $45 that would do 
so, a wise distribution of his expenditure 
would be for him to buy the $50 brand 
rather than the $5 brand. CU says of a 
distinguished distributor’s canned cher- 
ries and asparagus that they are of high 
quality, but “‘too expensive.” The phrase 
“too expensive” is meaningless and may 
be misleading, without reference to the 
desires and means of a specific consumer. 
Similarly, CR’s statement that amateur 
motion picture making is too expensive 
for a person even of moderate means is 
an unwarranted assertion as a generali- 
zation. There may be many persons of 
moderate means who like to take motion 
pictures and who can secure maximum 
satisfaction from the expenditure of their 
incomes only by including the expense 
of making motion pictures. 


IV 


Each of the foregoing seven types of 
problems has been illustrated by one or 


more examples. It may seem that they 
have been chosen cunningly in order to 
bolster the argument. This is not the 
case. Indeed the truth is that there 
probably is no commodity the attempt 
to rate which would not involve to a 
greater or smaller extent one or more of 
these difficulties. The apparent failure of 
CR and CU to realize this is lamentable. 

Does it follow that the attempt ought 
to be abolished? Not at all. They make 
mistakes, their judgment is frequently 
arbitrary and faulty. The consumers 
who followed their advice faithfully 
would make mistakes. But so also would 
the consumers who never had their rec- 
ommendations. There is no evidence 
suggesting that the former would make 
more mistakes than the latter. 

Furthermore, CR and CU give their 
subscribers much useful information, 
which is not less useful to subscribers 
even though they may not follow all the 
specific buying recommendations. 

The work of CR and CU probably 
operates to reduce such phenomena as 
misleading advertising, deceptive con- 
tainers, slack filling, shoddy and harmful 
products, and adulteration. 

Nevertheless, these organizations 
could be more fair, more nearly accurate, 
and in doing so serve their subscribers 
better if they would take account ade- 
quately of the difficulties involved in 
making specific buying recommenda- 
tions, and in cases where the difficulties 
are substantial refrain from making such 
recommendations and content them- 
selves with giving full information about 
products and brands, and suggest that 
subscribers make their own selections on 
the basis of their own wants and cir- 
cumstances. 











THE VALUE OF MARKETING RESEARCH 
TO HOUSEHOLD CONSUMERS* 


D. Es. MONTGOMERY 
Consumers’ Counsel of the Agricultural Adjustment Administration 


O GET a clue as to the relation of 

marketing research to household 
consumers I have been examining your 
JOURNAL OF MARKETING. Reading your 
articles there with consumer eyes I find 
the subjects in which you are most in- 
terested and try to discover how they 
bear upon the household consumer. On 
the one hand, I find you engaged in 
studying the distribution process with 
emphasis upon costs and efficiency and 
waste and the comparison of different 
distribution methods. On the other hand 
you are concerned with applying scien- 
tific technique to advertising and selling 
with a view to showing the business man 
how he may increase his sales and en- 
large his profits. 

Curiously enough I find you talking 
very little about the consumer in the 
first of these fields, although you give 
considerable attention to the consumer 
in the second. I call this curious because 
the value to the consumer of what you 
are doing in the examination of cost, 
efficiency and waste is undoubtedly very 
real. I feel quite sure that this phase of 
marketing research is rendering, and 
will continue to render, real public 
service, including a service to household 
buyers which, although indirect and 
probably not known to them, is never- 
theless worth while and important. 

Anything done to promote successful 
business through the elimination of 
waste is almost certainly going to help 
the consuming public as well. Moreover, 


* An address before the American Marketing Associa- 
tion, Washington, D. C., May, 1938. 
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your scientific approach to these prob- 
lems should have some influence, even- 
tually, upon legislative and_ political 
problems. Many of the issues in the 
present controversy between large and 
small retailers call for the expert analysis 
and informed opinion which you alone 
are equipped to give us. Consumers can’t 
study these things and quite naturally 
are puzzled by legislative efforts in this 
field to settle the issues by methods 
which seem to ignore economy and en- 
courage waste and apparently charge 
the bill to them. You know better than 
anyone else the problems that give rise 
to this kind of legislation and also the 
problems to which such legislation gives 
rise. We know in our dumb way that we 
can’t mend watches with sledge ham- 
mers, but we look to marketing research 
to show us how to do a proper watch- 
mending job. 

When I come to the second of your 
fields of major interest, I find, as I said, 
that you talk frequently about the con- 
sumer and do a great deal of researching 
in that direction. However, it is far from 
clear that your work in this field is of any 
value to the household buyer. I suspect, 
rather, that it may often prove more 
detrimental than helpful. Let me see if 
I can reduce this charge to cases. 

Here on one page of your jouRNAL I 
find two instances that are cited in 
praise of marketing research. In the first 
the problem in hand was to sell more 
gasoline. Research disclosed that half of 
the car owners held the belief that major 
brands of gasoline are substantially alike. 
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It further disclosed that these skeptical 
consumers were nevertheless addicted to 
the purchase of a given brand. Therefore 
the advertising copy was prepared to 
build up loyalty for the company and its 
product rather than to talk facts about 
the quality of gasoline. Very likely this 
piece of research was of value in selling 
the product, but I find it hard to see in 
what respect it was of any help to these 
consumers who apparently were skep- 
tical but not skeptical enough. 

The second example relates to the sale 
of a cold remedy. Here again research 
disclosed that a considerable part of the 
market was made up of people who did 
not believe the claims of manufacturers. 
The research further disclosed that these 
skeptical consumers placed considerable 
faith upon sleep and rest as means of 
combating a cold. Therefore the manu- 
facturer advertised not that his remedy 
would cure a cold but that it would make 
sleep and rest more effective in accom- 
plishing that end. Inother words, market- 
ing research showed the manufacturer 
that consumers held a jack but not a 
king and therefore he finessed the trick 
and took it with a queen. When you con- 
sider that the stakes in the game were 
human health and comfort, I think it is 
clear that this piece of marketing re- 
search was of no help to consumers but 
was a positive injury. I find it hard to 
understand why such an example of 
marketing research is selected for praise 
and publication. 

Here is another which does not happen 
to have come from your JouRNAL, but 
looks to me as though it had received 
the benefit of somebody’s marketing re- 
search. It is a plan to sell eggs. An as- 
sociation was set up to control the grade 
and the marketing of the eggs and to 
give consumers accurate facts and a 
certificate of quality on the eggs that 
were to be marketed under the plan. 


Now what the association did was to 
include only fancy and grade A eggs in 
its scheme, and then it took steps to see 
that consumers paid a higher price and 
distributors received a larger margin. 
My criticism of this marketing scheme, 
which is typical of a great deal of scien- 
tific marketing, is that the association 
found it worth while to give the con- 
sumer adequate knowledge of the things 
she was buying only with respect to the 
premium product for which she was 
being asked to pay a premium price. 
Marketing research, it seems to me, has 
repeatedly overemphasized top quality, 
and in so doing has overlooked the fact 
that the great majority of household 
buyers cannot pay for top quality. How 
broad is your public service if only the 
minority of the people with the majority 
of the income at the top are to receive 
your thoughtful consideration? 

This leads to another criticism of how 
the service of marketing research to 
selling and advertising may well prove 
detrimental to the household buyer. I 
cannot prove my case, but give it only 
as an impression, that the doctrine of 
selective selling, which you repeatedly 
urge upon business, turns out to be an 
argument that business should devote all 
of its attention to those who have plenty 
of money and leave those who have little 
to shift for themselves. In the latest issue 
of the JOURNAL one of you said, “‘Mar- 
kets are people with money to spend.” 
Quite so, but does that define the limits 
of the science of marketing research? 
Reports of the Consumer Purchase 
Study which are now coming out are 
showing the serious extent of under- 
consumption that exists among millions 
of families at the low end of the income 
scale. To me this suggests that market- 
ing research should find out what can be 
done to increase consumption among the 
low-income families, but I imagine that 
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your interest will center largley on point- 
ing out from these reports that there is a 
large part of the population with which 
the business of selling and advertising 
need not concern itself. 

Perhaps I misinterpret your purpose 
here. If your aim is only to point out the 
conditions under which goods can be sold 
by advertising and when they cannot, I 
don’t know that consumers should com- 
plain. An interesting example of market- 
ing research used for that very purpose, 
and at a saving to consumers, is related 
in your JOURNAL of last October. 

One last complaint, by your leave. 
You do talk about consumers in market- 
ing research, and you do study them. 
But the way you analyze and talk about 
them suggests that you think of them as 
simply the raw materials out of which 
good business and good profits are fabri- 
cated. You point out that they are emo- 
tional in their reaction to sales appeal, 
that they can be carried off their feet, 
that often they seem to make a purchase 
without really making a decision, and 
can be dominated and sold through 
trickery, and so on; and these facts, all 
of them true, you seem ready to accept 
as fixed and unchangeable, and upon this 
unchangeable basis proceed to build the 
doctrine of how consumer ignorance and 
gullibility and emotion must be solemnly 
served and respected, and incidentally 
turned to good account in a business 
way. This may be practical, and for all 
I know it may also be quite moral; but 
one thing it clearly is not—of value to 
household buyers. 

The difference between your view- 
point and mine on this question touches 
only this point: whether we should take 
consumers as they are and act accord- 
ingly, or whether we should work on the 
theory that consumers make their pur- 
chases in the way they do because for the 
most part they have had no alternative. 


We might disagree as to whether or not 
the character of consumer buying can be 
changed. But I don’t think we can dis- 
agree on the desirability of changing it 
to a more rational intelligent process, if 
that can be done. 

Now this is where the so-called con- 
sumer movement that you have been 
hearing about in the last few years comes 
into your picture. There are many as- 
pects to this consumer movement, but 
its main drive right now stems from the 
belief on the part of millions of con- 
sumers, first, that they need to have 
facts about goods in order to spend their 
money wisely, second, that they are 
entitled to get those facts from those 
who manufacture or sell the goods to 
them, and third, that they can, and will, 
learn how to protect themselves against 
misrepresentation or withholding of the 
facts. 

It seems to me that the field of mar- 
keting research is committed to lending 
its support to that program of con- 
sumers. It is committed on two grounds, 
first, because your theory of the value 
of your service to the public depends for 
its validity upon the existence of in- 
formed and enlightened household 
buyers. You rely—I get this by reading 
your JOURNAL, too—on the doctrine of 
classical economic theory that the pur- 
suit of self interest necessarily and un- 
wittingly promotes the general good, and 
that the more intelligently it is pursued 
the more the general good is promoted. 
But if that theory is your refuge, you 
must accept it in its entirety, and cer- 
tainly you will agree that it includes the 
assumption that buyers as well as sellers 
know where their self interest lies and 
how to pursue it intelligently. Now this 
they cannot do unless they know the 
facts about the goods they are asked to 
buy. 

In the second place you are committed 
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to the consumer program because, like 
your own, it is an effort to apply the 
scientific method directly to the practi- 
cal facts of business transactions. The 
scientific job to be done is to find out 
how goods and services may be described 
and defined and classified and graded in 
practical objective terms of consumer 
utility. If this is not marketing research, 
what is it? 

In soliciting your aid on this problem 
that consumers are working at, I am not 
unmindful that marketing research may 
be asked to take part in the field from a 
different direction. There are many who 
do not like this consumer movement. 
Two kinds of attack are being made 
upon it, vertebrate and invertebrate. 
The vertebrate attacks are open and 
direct. They stand up and oppose either 
the consumer movement or the consumer 
interest. Take, for example, specific acts 
of legislation designed to control and 
constrict consumer choices, or the emas- 
culating of bills designed to protect the 
consumer. 

The invertebrate attack upon the con- 
sumer movement is not standing up to 
fight but is following the tactics of the 
microbe—invade, inhabit, and destroy. 
I refer to plans that are under way to 
capture the consumer movement either 
by financing secretly what purport to be 
genuine consumer organizations, or by 
providing services and advice and propa- 
ganda which talk consumer language 
but don’t serve consumer ends. 

While I am at this point I want to 


mention one, and only one, commercially 
sponsored consumer activity that seems 
to me to be doing a first-rate above- 
board consumer job. This is the Con- 
sumer-Retailer Relations Council and 
the Consumer Committee in the Ameri- 
can Standards Association which to- 
gether are being promoted and assisted 
by the National Retail Dry Goods As- 
sociation. I offer it as proof that business 
can take part in the consumer movement 
by means that are honorable and digni- 
fied and with due respect to the inde- 
pendence and integrity of consumer 
leaders. 

I hope you accept this challenge. I hope 
you will use the science and technique 
of marketing research to help the con- 
sumer movement on its way toward a 
more rational system of retail selling and 
household buying. Consumers will work 
with you. But first you will have to help 
put an end to the boring-from-within 
process which today is being used to 
deprive the consumer movement of its 
independence and its value. With that 
disposed of, you and the consumers will 
be able to put your joint efforts where 
they are needed, to the long, laborious, 
up-hill task of developing standards and 
specifications and grades and labels and 
merchandising practices whereby con- 
sumers may know what they are getting 
for their money, business may know 
what consumers want, and the process 
of distribution may be geared to the 
task of giving it to them at lowest pos- 
sible cost. 





TRENDS IN CONSUMER ADVERTISING* 


JOHN BENSON 
President, American Association of Advertising Agencies 


HIS is so many sided a subject that 

I can deal with it in one of two ways: 
either give you a bird’s-eye view of 
trends or discuss some one of them more 
thoroughly. I take it that you prefer to 
have me do the former, from what your 
chairman suggested in inviting me to 
address you. 

I shall touch on such questions regard- 
ing consumer appeal, as: 

Changes in the character and appear- 
ance of it, from time to time. 

How readers react to advertising as it 
is being printed or broadcast. What they 
like and dislike about it. 

The rising tide of consumer and reader 
resentment against advertising and what 
we are doing to meet it. 

Steps being taken or projected to im- 
prove consumer appeal, so that it may 
be more acceptable to the reading public. 

With much of this some of you are 
quite familiar. All I aim to give you is a 
perspective of what has happened in the 
past and what is going on now, in the 
gentle art of persuading people to buy 
through printers’ ink. 

In method of appeal, copy has under- 
gone some radical changes through the 
years. During the third of a century of 
my own experience I have seen consumer 
appeal swing from a mere business card 
to the highly sophisticated and subjec- 
tive approach of today. 

In doing so it has been largely in- 
fluenced by public sentiment. We hear 
a good deal about the power of adver- 
tising to mould public opinion; much 
more might be said about the shaping of 


* An address before the American Marketing Associa- 
tion, Washington, D. C., May, 1938. 
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copy by what people currently think and 
feel. 

The first radical step forward was the 
“reason why” appeal introduced by 
Lord & Thomas decades ago. That was 
based on human rather than mechanical 
reasons for buying a product. Washing 
machines, for instance, were promoted 
not so much for their qualities of con- 
struction as for the time and effort saved 
the housewife, and the leisure she could 
enjoy. That was the beginning of subjec- 
tive values in advertising, so much 
debated nowadays. 

The next step forward was scientific 
demonstration. This was a new tech- 
nique in copy, born of a popular flair for 
science which was then being exploited 
in the public mind and in the schools. 
Latin and Greek were being displaced by 
physics and chemistry. Things had to be 
scientific to be true. The copywriter was 
not slow to utilize that trend. He found 
scientific reasons for the use of foods and 
other products; liked to quote learned 
authorities in support of them. Of course 
this opened the door to much buncombe 
and abuse, which still exists. It is so easy 
and so impressive to dress up a faker in 
learned garb and have him confound the 
mere layman. This won’t be so easy 
hereafter, with the Wheeler-Lea Law 
in effect. 

Another change occurred about this 
time which was a real advance, and that 
was in physical appearance of the ad- 
vertisement. There was a marked im- 
provement in typography, in layout and 
in design, pioneered by Calkins and 
Holden and the J. Walter Thompson 
Company. Leading artists were em- 
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ployed to paint pictures of real merit. 
Physical impression became an adver- 
tising art. 

This followed an uplift in public taste 
throughout the land, especially in regard 
to the home and its decoration. Mr. Bok, 
then editor of the Ladies’ Home Fournal, 
started a crusade in this direction, for 
better taste in architecture, in furniture 
and pictures. Other magazines followed 
suit. Some were devoted to that one 
theme. From all of this advertising took 
its cue. 

Then there came into American life a 
brutalizing period, the effect of the 
World War. For years human horror had 
been daily news. Hate and coarseness 
prevailed everywhere. People earned un- 
heard of incomes, and spent them on the 
fleshpots. 

There was a cheap prosperity in the 
land. Sex was rampant, and business 
morals sank. 

The effect upon advertising was very 
marked. Sex appeal of the most blatant 
sort appeared in print. Vulgarity leered 
from many a page. Claims were un- 
restrained by either facts or reason. 
Media censorship slipped lower year by 
year. Things were being printed in maga- 
zines which would have been spurned a 
few years before. It was a day of getting 
while the getting was good, and then 
the bubble burst. We plunged down like 
a plummet. 

The country was abruptly disil- 
lusioned; people felt hostile to an eco- 
nomic system which had caused so much 
trouble, and advertising was its mouth- 
piece. It came in for a sharper scrutiny 
than it had ever known before. We have 
had the critics on our back ever since. 

The depression did a number of things 
to advertising copy, some good and some 
bad. The bad ones were notably two. 
The consumer market became so thin 
that extra pressure was put on adver- 


tising to sell the goods. That meant 
“pressing” in copy, a straining after 
more effect and a heavier punch. Ex- 
travagance became extreme. 

The other bad influence was public 
fear. Distress was so wide-spread, a 
mood of panic was created. People were 
easily alarmed. Copywriters took ad- 
vantage of it. They appealed to all sorts 
of fears, of loss of health, of waning 
beauty, of failure in life and love. If you 
did not use a certain tooth paste, you 
might fall a prey to pyorrhea; if you did 
not eat a certain food, you might be 
missing vitamins indispensable to health; 
if certain cosmetics were not used, mar- 
riage might be wrecked. 

We still have the fear motive with us, 
and it is still effective in advertising. 
Some critics feel that inspiring fear is a 
socially dangerous thing to do, especially 
in times of public uncertainty and dis- 
tress. Its influence is widespread and 
may break down rather than build up 
public morale. Much of it is resented by 
some consumers and laughed at by 
others, for its far-fetched warnings and 
senseless threats. 

A good influence of the depression has 
been awakening the consumer to the 
need of getting her money’s worth. She 
wants more facts about the things she 
buys. Wants to know more about in- 
gredients, uses and resistance to wear 
and tear. Mere claims are not enough. It 
is not merely a question of getting her 
money’s worth, but also of fitting a 
product to its proper use. 

As a result advertising is much more 
informative than it used to be; labels 
more descriptive. This trend is bound to 
grow. If giving the reader more facts is a 
better way of selling goods, you may be 
sure more facts will be forthcoming. Re- 
tailers are awake to this trend. Their 
Consumer-Retailer Relations Council is 
advocating not merely laboratory test- 
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ing of goods for sale in stores but also 
honest advertising and descriptive labels. 
National advertisers cannot afford to 
fall behind in the competitive bid for 
public favor. 

This rather rambling tale about trends 
in copy and their dependence upon 
changing moods in people is by no 
means scientific or accurately related in 
point of time. That would require a more 
exhaustive study than I have had any 
chance to make. But I believe it is es- 
sentially true, based on over thirty years 
of experience in advertising. 

In comparing advertisements printed 
ten years ago with those we see today, 
there is also a marked difference in the 
technique of approach. Those ten year 
olds seem pale today. Their headlines 
were more dignified and less pointed. 
They were not so personal or dramatic; 
not nearly so frank and vulgar; there 
was less pointing of the finger at specific 
needs. 

Let me cite a few examples: 

Ten years ago Colgate ran a tooth 
paste ad with a headline which said: 
“Guard those lovely teeth; they are 
priceless.” A year ago Colgate ran an- 
other ad on the same product, and the 
headline read: “Coffee and doughnuts 
again; that means he hasn’t a job yet.” 
The comment is from a drug store 
waitress, who implied that the poor 
fellow’s breath smelled so bad, he could 
not get a job, and should have used 
Colgate’s. 

Here is a ten year comparison between 
advertisements of Ivory Soap. Said the 
earlier headline: “Fair White Hands and 
How to Keep Them.” Today’s version 
reads: ‘““Caught Red Handed, or Kay 
Learns A Lesson.” 

Ten years ago Lux headlined an ad as 
follows: “Every Musical Show in New 
York Uses Lux to Double the Life of 
Stockings.”” Now: “Just My Frowsy 
Luck; Another Run.” 


An ad on Fleischmann’s Yeast was 
headlined ten years ago: “Five Who 
Might Pass Your Windows.” Today: “‘I 
Am Sorry, Brown, but We Need a 
Hustler On This Job.” And of course 
Brown ever after took yeast to build up 
strength. 

Here is one on Odorono. “That Mys- 
terious Art of Being a Woman.” Today: 
“Every girl owes it to herself to make 
this arm hole odorless.”’ 

You see how much more direct and 
specific is today’s advertising, swift mov- 
ing, colorful, frank and indelicate; much 
nearer to the needs and desires of the 
reader. 

We all know that modern advertising 
has gone pictorial. Commercial art has 
become photographic. There is much less 
demand than there used to be for the 
painter’s brush. Photographs are more 
realistic. Mere beauty in advertisements 
is at a discount. Some of the most effec- 
tive typography and display scare-heads 
itself into the reader’s consciousness with 
stud-horse type and a welter of photo- 
graphic situations, which have the fast 
action of a movie. 

Readers do not want supposition any 
more; they want reality; they want the 
intimate and graphic details of actual 
occurrence, and they want it in a flash. 
The picture magazines which have 
sprung up like mushrooms indicate that 
people are real picture minded. They 
want to see what happens and just how 
it happens. 

An interesting comparison of news 
pictures put out by ACME was recently 
made by a student of the subject, to in- 
dicate what kind of pictures go over big 
and what fall flat. 

For instance, a picture of Dr. Robert- 
son emerging from a ten day burial in a 
mine disaster in Canada went over big. 
It showed his eyes staring with horror 
as rescuers reached for him at the top. 

A picture of the drought disaster in 
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the West in 1935 went flat. It was general 
in character. 

Another one showing a drought victim 
shooting his cattle because he could not 
feed them, sold big. 

Some flood pictures did not sell, but 
one showing a drowning man clinging to 
a gasoline tank afloat while thousands 
stood by helpless, was widely printed. 

Two lynching pictures were com- 
pared. One showing a milling crowd 
about the victim did not sell; another 
showing the actual lynching, with the 
negro dangling against a tree, sold big. 

Apparently the pictures people like 
are intimate glimpses of horror and sus- 
pense. Also, sex appeal of actual people, 
whether celebrities or not. 

Not a very nice reflection on human 
interest. People seem to be barbarians 
at heart. 

There is a school of thought in adver- 
tising which believes in the same kind 
of appeal which journalism uses, bold— 
and as their opponents would say, 
shameless. Such technique would have 
been impossible ten years ago. The pub- 
lic would have revolted. Today they 
seem to take it in their stride. 

There is to be sure a large body of 
papers which do not go along with such 
appeal. At least 40% of the newspapers 
of this country decline to publish pic- 
tures of this ultra sort. 

People also like humor and entertain- 
ment. That explains the tremendous 
vogue of radio and its widespread use as 
a medium for selling goods and it also 
explains the vogue of color comics in 
advertising, now accepted by hundreds 
of newspapers and reaching a combined 
circulation of some 25,000,000. 

We used to think that the “funnies” 
were read mostly by the children; now 
Dr. Gallup finds that up to 70% of adult 
readers also enjoy them. 

This brings us to the very vital ques- 
tion as to how the American public re- 


acts to modern advertising. Do the 
masses like it or dislike it? Frankly we 
don’t know, on the whole. 

We do know that consumer bodies and 
women’s clubs criticize it for being 
largely misleading, much of it salacious 
and indecent, most of it uninformative. 
In their opinion it does not serve the 
consumer in any reliable way; is bent on 
selling goods and uses all the tricks and 
devices of cajolery and emotional appeal 
to do so. 

Not all women leaders feel that way 
about it; but many do, and are quite 
vocal. 

How far their ideas reach down among 
the masses who read and buy from ad- 
vertising, we don’t know; we would like 
to find out. There is grave danger in it, 
if the agitation persists. These leaders 
among women are influential in their 
own communities; what they think and 
say is important; in a local sense they 
make opinion. What they think about 
advertising might easily affect millions 
of uncritical women. 

The organized women are becoming 
consumer conscious. They know their 
rights and their power to enforce them. 
They are bent on getting their money’s 
worth and they are bent on having ad- 
vertising serve them with reliable in- 
formation about merchandise, its uses, 
its resistance to wear and tear, its wash- 
ability and immunity to exposure. There 
is no doubt about that. Just how they 
will strike we don’t know. They may 
boycott the undesirable advertiser. They 
may seek and obtain legislation to pro- 
tect themselves. They may bring pres- 
sure to bear on publishers and retail- 
ers. 

How effective they can be in legisla- 
tion is writ large in the recent food and 
drug measure passed by Congress. While 
not as drastic as they would like, it has 
teeth in it which no advertiser can afford 
to flout. 











24 


THE FOURNAL OF MARKETING 





We also know that whatever people 
think about advertising has not as yet 
made any serious inroad on the volume 
of advertised products being bought in 
this country. People seem to feel pretty 
generally that they are good products, 
and of a quality on which they can rely. 
Some may think them a bit higher priced 
than the unbranded, and feel that ad- 
vertising is the cause. But they go on 
buying. 

I am also convinced that the American 
public instinctively likes advertising. 
Otherwise it never could have had so 
wonderful a growth. Its influence is far- 
reaching. It suits the American tempera- 
ment; is cordial and optimistic. It gives 
to the common things of the market a 
romance which helps people to carry on. 

The average life is drab. Very few are 
rich, or wise or beautiful. Statistics show 
on how small an income the average 
family has to live. Its tether is very 
short. Radio and the movies are an es- 
cape. So is advertising. It paints so many 
harmless rainbows; suggests so much 
happiness to be derived from owning 
and using mere things. If it’s a piano 
which is being promoted, its objective 
value is submerged in a dream of sub- 
jective interests, with visions of social 
entre for the children, of musical eve- 
nings at home, of cultural advancement. 
The stiff fingered little boy or little girl 
may have no talent for music, and social 
doors may be barred to them at best; 
and still the fancy free mother enjoys an 
escape from the stark realities about her. 

Here is an illustration more up to 
date: Many a plain woman dreams 
about being beautiful, and cosmetic ad- 
vertising comes along with its offer of a 
skin one loves to touch, of a school girl 
complexion, and of youthful charm, at 
an age when physical forces are on the 
ebb. She knows well enough that these 
prospects are a vain illusion, and still 


she likes to toy with the idea and gets a 
real kick out of doing something herself 
to realize them. That helps her self- 
respect. 

“Cosmetics,” said an authority in a 
recent speech, “have reached so high a 
perfection that now they can reflect the 
inward graces of the mind.” That’s a 
mouthful. Another remarked that cos- 
metics are a woman’s triumph of hope 
over fact, and the net result is immensely 
beneficial, in improving the looks of 
women, their freshness and personal 
charm. 

So one might go on indefinitely illus- 
trating the warm appeal of advertising 
to the average human. And it also feeds 
his or her self-esteem in bidding for 
patronage and judgment of value in the 
goods promoted. There is a subtle flat- 
tery in that. 

There is without doubt a rising tide of 
resentment against advertising in this 
country which has been gathering mo- 
mentum for the past three years. Just 
how widespread it is we don’t know; 
but we do know it is serious. The Crowell 
survey dug up some very unpleasant 
facts. It estimated, from actual calcula- 
tions, that not less than 5,000,000 or- 
ganized women are exposed to adverse 
propaganda of the most sweeping sort, 
from influential sources like Universities, 
Government officials and such com- 
mercial protectors of the public as Con- 
sumers’ Research and Consumers’ Union. 

It also uncovered a very voluminous 
reading of such poison books as “‘100,- 
000,000 Guinea Pigs,” “Skin Deep,” 
“‘American Chamber of Horrors,” etc., 
by the public. Hundreds of public li- 
braries reported circulating thousands 
of copies of these books to their patrons, 
and the use of them by schools and col- 
leges as required reading in their classes. 

Advertising has become a subject for 
discussion wherever women meet, and 
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most of it is adverse in one way or an- 
other. 

Not all the consumer movement is 
anti-advertising. Many of the women are 
intelligent and fair minded; anxious 
merely to get their money’s worth. 
Naturally they are interested in adver- 
tising as a guide to value. Many have 
been misled about it. They want to know 
the truth. They want to think well of 
advertising. It is up to us to give them 
facts, both benefits and abuses, and a 
clearer understanding of its true func- 
tion. The menace thus becomes an op- 
portunity, which it would be folly indeed 
for us to miss. 

We are not missing that opportunity. 
We are launching a Consumer-Adver- 
tiser Council to stem the tide of mis- 
understanding. It will have three major 
functions: to keep in touch with the con- 
sumer movement everywhere, find out 
what women think and how they are 
being influenced against us; produce or 
procure the facts and have them prop- 
erly disseminated where they are needed; 
and invite complaints from responsible 
consumer sources, about advertising or 
any phase of it, or any campaign, to be 
honestly investigated, explained or ad- 
justed by the advertiser involved. This 
would give the women a court of redress, 
and the advertisers a means of knowing 
what consumers think about their copy. 

Obtaining the right kind of material 
to use in news releases, in speeches and 
lectures, and in pamphlets, is no easy 
task. No special pleading would do. 
Every statement would have to be 
judicial, and non-partisan; reflect both 
sides of the question; admit faults and 
offer ways and means of removing them. 
Anything smacking of propaganda would 
soon lose influence and be worse than 
useless. There has been too much of 
that; it has hurt rather than helped our 
cause. 


We don’t want to kid the public and 
we don’t want to kid ourselves. We are 
looking for the facts. We are sponsoring 
and have financed a study of the social 
and economic value of advertising, con- 
ducted by the Harvard Business School 
under the auspices of the Advertising 
Research Foundation. This study will 
go to the root of the matter. And take 
two years to do. Then it will be pub- 
lished, whatever the findings, white, 
grey or black. We feel confident of the 
outcome, whatever faults are found. 

At our A.A.A.A. Headquarters, we 
made a survey of magazine advertising, 
by a jury of six copy experts and media 
censors, which showed that only 5.6% 
of the ads were in violation of our code 
and another 4% were debatable; that is, 
more facts were needed to determine 
whether true or false. Not a bad showing 
to make but bad enough to urge reform. 
Consumers should be told about it. 

What is being done or projected to 
regulate advertising, clean it up our- 
selves? 

We have been working on a media 
censorship plan for some time to close 
the gate on undesirable copy. It would 
have to be cooperative, with the most 
influential publishers included, and a 
joint investigator to get the facts and 
appraise them. 

That has been much facilitated by the 
Wheeler-Lea Law, with its wide open 
definition of false advertising and its 
penal provisions. If the media could keep 
advertisers from getting into the clutches 
of the law by means of a censorship 
directed at complying with its pro- 
visions, then it would be welcomed 
rather than resisted by advertisers, and 
our problem would be well on the way 
towards a solution. 

The Wheeler-Lea Law is a good one; 
protects the consumer and does not 
handicap honest business. Its definition 
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of false advertising is a masterpiece of 
protection to both. It does not deal with 
literal falsehood or literal truth; it deals 
with a false impression, however pro- 
duced; and it does not split hairs about 
trade puffery, subjective inducement or 
emotional appeal. It outlaws dishonesty 
which injures either health or pocket- 
book. 

I wish I had time to tell you something 
about the steps being taken to make 


advertising appeal more effective, more 
accurately aimed at the market being 
sought, including copy testing, reader- 
ship of both ads and publications, and 
checking lists of principles to be applied 
in writing effective copy. They would 
make a story by themselves. 

Undoubtedly we are headed for higher 
ethical standards in advertising, for 
more consumer service, and for more 
certainty of response. 

















A CHALLENGE TO MARKETING MEN* 


CLARENCE FRANCIS 


President, General Foods Corporation 


Epiror’s Note: This article is a fitting compliment to the 
three which go before and which deal with Consumer 
Movement. Change has long been the essence of marketing 
progress. If change is to be opportune, it must be made with 
due consideration to trends in consumer habits and gen- 
eral mass movement. 


uITE frankly, I would say that we 

marketing men, on the whole, have 

missed a good bet . . . and that is, 
public education as to our objective! 

As I see it, that objective is: Getting 
more goods, and better goods, into more 
and more homes!... Helping more 
people to enjoy the products of Ameri- 
can industry ... Making the farmer’s 
income go further... Replacing the 
obsolescent with modern improvements 
... Enabling the millions of workers on 
the payrolls to purchase more of the 
things they manufacture so well! New 
products and better products, at lower 
cost, mean wider consumption. And that 
means increased employment and in- 
dustrial activity. 

That is our goal. That’s our program 
stated in terms the public appreciates! 

The consumer's side of the fence is 
where our future lies. 

Knowing that, why then have we let 
the impression get abroad in some quar- 
ters that our greatest longing is to cram 
down customer’s throats a lot of things 
they don’t want or need? 

Too many consumers do not realize 
that, in striving to develop the greatest 
potential industrial output, we serve to 
raise their standards of living. 

As a result, weeds of skepticism are 
choking many a lush field awaiting 
marketing growth. Suspicion lessens the 


_* An address before the American Marketing Associa- 
tion, Washington, D.C., May, 1938. 


efficiency of sales and advertising, and 
needlessly raises their cost. 

We have let many persons misunder- 
stand our motives. We have passed up 
many opportunities to win sympathetic 
understanding of our ambitions to make 
gains in the future that should match 
those we have made in the past. 

Some like to say, “Increase the pur- 
chasing power.” Well, that is just a fancy 
name for it. I think we’ve had enough of 
the lace-frilled words. It’s time we got 
back to some homespun language. 

For instance, are you personally over- 
loaded with all the modern materials 
needed for civilized living?—Too many 
suits of clothes, too many shirts, too 
many shoes and hats?—And are your 
households overcrowded with fine new 
furnishings and the mechanical and 
electrical equipment which save the 
womenfolk work?—And your neighbors 
and fellow-townsmen .. . are they over- 
supplied with the highly efficient motor 
cars of latest model—the most modern 
homes, offices, stores, factories, and pub- 
lic buildings? Are they over-fed on the 
foods which science finds necessary for 
health and which the food industry now 
makes available here to a degree which 
amazes the rest of the world? 

Food—clothing—shelter! Man’s three 
primary needs... . : Are they too abun- 
dant, along with the thousand-and-one 
other needs of the 20th Century society? 

Of course, they are not! 

And when the President, here in 
Washington, declares that a third of the 
nation is ill-fed, ill-clothed, and ill- 
housed . . . he is stating a goal for busi- 
ness as well as government, regardless of 
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whether we agree with him on the frac- 
tions. And when he says that, he is 
talking to the American Marketing As- 
sociation—he is presenting you with a 
magnificent challenge to justify your 
mission in life... and to go after per- 
haps the greatest potential home market 
the world has ever known! 

What is to be done? Well, let’s take a 
look over our shoulder—let’s see if the 
past record might not be a source of 
guidance. 

There is the broad background of 
physical volume of goods produced and 
distributed. That is encouraging! Be- 
tween 1870 and 1930, the increase was 
745%... compared with a population 
growth of 218%. 

Specifically—consider some of the 
taken-for-granted conveniences that 
simply did not exist in our grandfathers’ 
day: 

24,000,000 automobiles, 
radios, 22,000,000 homes 
lighted, 20,000,000 electric irons, 10,- 
700,000 vacuum cleaners, 11,500,000 
washing machines, 9,000,000 electric re- 
frigerators. 

Certainly they have contributed to 
our enjoyment and ease. Certainly those 
who haven’t them, want them. Certainly 
those who have, want more of them. 

But let’s look at a few examples— 
more recent ones—of what individual 
businesses and industries can do to im- 
prove products, lower prices, and in- 
crease the standards of living. 

Allow me to speak for a moment about 
the food business. I have been all my life 
what my customers politely call “‘a prune 
peddler.”’ I know best this very essential 
industry. 

There is terrific competition here... 
48,000 manufacturers . . . Half a million 
retail outlets... Thirty million house- 


29,000,000 
electrically 


wives shopping for bargains. 
Obviously, to keep going in this busi- 


ness, profitably, you have to establish 
standards of quality ... and then step 
up the efficiency all along the line to 
lower costs and maintain volume dis- 
tribution. 

We know that our competitors are 
doing it—because they give us at Gen- 
eral Foods a mighty tough run for our 
money. As a matter of self-preservation, 
and because it’s just good business—re- 
gardless of a management’s entirely 
human and personal desire to further 
the country’s progress—we have had to 
do likewise. 

For example, all of our major products 
have been improved since 1929. 

Moreover, since 1929 the selling prices 
of the 12 most important General Foods 
products have shown an average de- 
crease of about 30% . . . in comparison 
with a drop of 15% in the index of all 
wholesale food prices, and a drop of 
12% in the total compensation received 
by employes the country over. 

General Foods does not possess any 
operational secret magic. Other food 
companies likewise have shown that, 
when you make plans and carry them 
out, to the benefit of the consumers— 
you are probably taking the best possi- 
ble course for your own good. 

Let’s see what some of the other fel- 
lows have been doing. 

Sears-Roebuck recently made a study 
of the selling prices of many of its prod- 
ucts since 1924. That report shows de- 
creases, for example, on: 


Building materials & products. ... . .of 28% 
Agricultural implements & products.of 8% 


Textiles & wearing apparel........ .of 36% 
House furnishings................of 39% 
Miscellaneous.............. . .of 32% 


Let’s take the time for some detail as 
to how this was done—for the details 
may tell the story of how it can be done 
in the future. 








we wa wae 


AY we we 
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The retail price of a 29 X4.40 tire in 
the fall of 1926 was $11.25. In the fall of 
1937 it was $5.65—a reduction of $5.60 
—nearly 50%. 

What were the reasons for the differ- 
ence in this retail price between the 
period 1926-37? 

First of all, the cost of raw material, 
a rubber and cotton, decreased 

3.00 per tire, but the margin for process- 
ae decreased 42¢ per tire despite in- 
creased labor costs from 3.7% of the 
selling price in 1926 to 8% of the selling 
price for 1937, and increased taxes—in 
which is included the excise tax of 28¢ 
per tire. These increased costs have been 
largely offset by improved manufactur- 
ing efficiency due to the introduction of 
flat building of tires, new curing agents 
and other improvements which increased 
the manufacturer’s output from about 
2 to about 6 tires per man-day. 

Again, the margin for distribution de- 
creased $2.00 per tire. The number of 
tire outlets has increased greatly; leading 
manufacturers have established wholly- 
owned outlets; various forms of co- 
operative buying and selling groups were 
formed by independent retailers, all 
greatly increasing the competitive situa- 
tion in retailing and causing this reduc- 
tion both in actual costs of distribution 
and of profit margins. 

Time permitting, one might run a 
finger down the long list of products 
manufactured in this country and, in 
many instances, point out how price 
reductions have enabled the consumers 
to buy more for their money. 

Still, I submit that such progress has 
not been as widespread as it might be. 
As torchbearers of progress, you fellows 
have a job well-marked ahead of you. 

Take railroading:— 

We realize that the railroad business 
is highly complicated and few of us 
understand it thoroughiy. But it is not 


hard for any of us to see that the future 
should hold great things in store for this 
field, through the development of more 
comfortable and efficient equipment. 

A start already is evident in the im- 
provement that can be brought about 
through streamlining. 

Take the public utilities :— 

We all sense the progress made by 
utility companies, and their service to 
the people of this country. We have 
heard much recently about the use of 
new and more efficient equipment. Here 
is another challenge to engineers, to the 
economists, and to marketing men. 

Take housing:— 

We are aware of the gain in popula- 
tion of recent years accompanied by new 
housing needs both in modernization and 
new construction. Why are not these 
necessary houses being built? Find the 
facts—another challenge. 

Higher income homes mean better 
customers. That goes without saying. 
Recent government studies of the ex- 
penditures of 2,000 native white, non- 
relief families in Chicago illustrate this 
fact to the satisfaction of the manu- 
facturer of quality products. 

For example, the per capita consump- 
tion of food has averaged nearly a ton 
annually for some years. 

That does not mean that the people as 
a whole are eating either to capacity or 
too well! 

On the contrary, the Chicago survey 
showed that families with incomes below 
$2,000 averaged $533 for food —while 
those having incomes above $2,000 
averaged $881 for food. 

Other categories of consumer expendi- 
tures showed even larger marketing op- 
portunities. 

For instance, the “below $2,000” 
family spent $120 for clothing—while 
the “above $2,000” family spent $329. 
On housing we find $492 contrasted with 
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$617. On house furnishings, the group 
with somewhat higher income spent 
nearly three times as much—and the 
same was true for amusement expendi- 
tures. 

All these situations are challenges to 
marketing people, if they are going to 
work toward their objective of raised 
standards of living and larger markets. 

Business and government should see 
eye to eye on the basic goal of a higher 
standard of living through the release of 

productive enterprise. 

Government should want the national 
income to be brought up to the go or 100 
billion dollars which may be possible. 
Business sees the objective in terms of 
larger and larger output at lower and 
lower costs. 

It means the same thing either way. 
And what business wants is to be per- 
mitted to function as effectively as pos- 
sible to reach this goal. 

And how can we start the ball rolling? 
Here we come to another challenge, a 
challenge which is directed alike at busi- 
ness men, economists, and government 
officials. There are now two distinctly 
different schools of thought as to how to 
start the ball rolling. One says that the 
way to do it is to put purchasing power, 
raised through borrowing to be paid off 
through taxation, into the hands of 
people who will go to the stores to buy 
goods and thus induce employment and 
output. The other school of thought says 
that the way to do it is to encourage 
business people and investors to take the 
risks of greatly developing private enter- 
prise, so that people who have money to 
invest will invest it, so that new equip- 
ment and machinery will be bought, and 
more jobs made available and more 
wealth be produced. 

Which is right? Where are the facts on 
which we can make a decision? The need 
for reconciling these two schools of 


thought, or of determining which is 
right, is another challenge to marketing 
men. 

Lower costs! That is the rallying cry of 
modern business. 

But how? 

Let’s take a look at Distribution—one 
of the targets of many economists. Here 
is a challenge to straight thinking and 
clear understanding. 

The 20th Century Fund is making a 
study of the cost of distributing com- 
modities. I am told that the Fund has 
found that the estimated cost of com- 
modity distribution is 393 billion dollars. 
That would be 60% of the value of all 
goods finally moved into consumption! 

Certainly a high cost! 

But we must ask ourselves: Is it too 
high? 

Remember, the physical volume of 
goods increased 745% between 1870 and 
1930. Trade volume in the same period 
went up 1,550%. This means twice as 
much distribution and service activity 
is needed for a given volume of goods 
produced as was the case 68 years ago. 

Expressed differently... it means 
new employment opportunites through 
the development of new facilities created 
to meet the modern needs of highly 


specialized production, and of special- 


ized producing areas which have been 
partly responsible for the increases in 
<i Me volume produced. 

Whereupon we step squarely into an- 
other weed patch of popular belief—or 
rather, misbelief!—which has flourished 
largely because business men just have 
neglected to uproot some misconceptions. 

I refer to the specter of technological 
unemployment in distribution as well as 
in production! 

Some people say:—‘Oh, well, what's 
the use? Every time a new machine is 
invented, management fires another 
flock of employes.” 


Are they right? 
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The figures say that just isn’t so. The 
figures show that there is no such thing 
as permanent technological unemploy- 
ment! 

Look back just once more to 1870. The 
percentage of the total population gain- 
fully employed then was 32%. 

In 1930—it was 40%. Even with our 
present unemployment the percentage is 
as high as it was in 1870. 

What this means... and what the 
consuming public should be encouraged 
to understand .. . is that for every mil- 
lion men thrown out of work by cost- 
decreasing improvements—either in pro- 
duction or distribution—there will even- 
tually be new jobs created for more than 
a million men and women in the pro- 
duction of new products, or in the supply 
of new service that never existed before. 

And while we’re at it, let’s face an- 
other misconception—is advertising a 
waste? The other day I visited with a 
student from one of the most conserva- 
tive of eastern universities, who said 
that his economics professor had told his 
classes that advertising is a social waste. 
The student wanted to hear what I had 
to say. 

When General Foods first took over 
the Jell-O Company, Jell-O was selling 
to the consumer for an average of 12¢ 
per package. Today the prevailing price 
is around 52¢ to 6¢ per package. The 
decrease in price has been made possible 
only by successive increases in output, 
and the successive increases in output 
have been made possible, partly at least, 
through advertising. The total adver- 
tising cost at the present time is under 
one-half of a cent per package—what’s 
wrong with advertising when it works 
that way? 

Here is another challenge to market- 
ing men! What are the facts as to the 
usefulness and place of advertising? 
Could the price of Jell-O have come 


down without advertising? If so, I would 
like to know how! 

Would the elimination of all advertis- 
ing be of benefit to the country? Could 
the modern system of mass-production 
at low unit cost—which means lower 
prices to consumers—function without 
advertising? Here again is a challenge 
which all of us face—a challenge to get 
more facts than we now possess and a 
challenge to think straight in the use of 
these facts when we get them. 

WASTE in distribution is another 
matter! The fight here must go on un- 
tiringly. 

I believe that both business and 
government can do a great deal in lower- 
ing distribution costs. Business must 
voluntarily finance scientific studies of 
the problem just as it invests $200 mil- 
lions a year in scientific research to im- 
prove products and create new and 
better ones. 

Many factors enter into distribution 
costs. Among them are salesmen, and let 
me refer to them merely as an example 
as to how scientific research in marketing 
can cut costs. One of the ways of getting 
lower selling costs is to increase the 
number of calls per day which salesmen 
make. Another is to reduce the time 
which is wasted while salesmen are wait- 
ing to get the attention of the retailer— 
which runs as high as 25% according to 
the time studies we have made of our 
own sales operations. 

By changing the method of organizing 
and directing the work of retail sales- 
men, the sales manager of a large com- 
pany recently obtained an increase of 
nearly 25% in the average number of 
calls made per day and has reduced 
time lost and wasted in stores from 25% 
to 17%. 

At the same time, government should 
be encouraged to study and perhaps 
tackle those distribution problems which 
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are beyond the scope of individual busi- 
nesses, or too complicated for a single 
industry to wrestle with. 

The country is better off because 
Uncle Sam spends millions financing 
agricultural research. I am sure that 
similar national benefits would result 
from business research, including studies 
of distribution. 

The paradox of plenty—surpluses in 
fields and orchards, and undernourish- 
ment among those on relief—is another 
challenge to marketing men in business 
and in government. Farmers cannot be 
blamed for letting their crops rot if 
prices are so low that not even trans- 
portation costs are covered. The govern- 
ment is trying one experiment to solve 
the paradox, through the little known 
Federal Surplus Commodities Corpora- 
tion, which buys surplus output of edible 
commodities that is being sold at such 
low prices as not to cover even direct 
costs, and turns these commodities over 
to relief organizations, using funds which 
come from customs fees to finance the 
operation. 

Does it work? Is it sound? Is it better 
to raise prices to everyone through such 
a mechanism than to let crops rot? Is 
this the best way we can devise to offset 
malnutrition with surplus? Here we have 
the conflict between the economics of 
scarcity and the economics of abun- 
dance in perhaps its most dramatic form 
—with an equally dramatic challenge to 
marketing men to find the answer. 

Now, there are jobs government CAN 
do... and do with profit to business, 
labor, consumers, and agriculture. 

But—government is no White Father 
to rush kindly aid every time we go off 
the reservation! 

Myself, I think it’s time we stopped 
running here to the Capitol every time 
we get an economic stomachache . . . or 
even, a bad case of fallen arches! 


We have become almost a nation of 
business hypochondriacs! 

Some of our illnesses are real. But a 
lot of them are not. 

Just as a hypochondriac can easily 
become enslaved to a doctor, so business 
hypochondriacs may find themselves en- 
slaved by government . . . unless we are 
able to distinguish between the kind of 
economic illnesses which really can be 
cured or helped by government, and the 
kind for which the cure lies within our 
own power. 

Take competition. We are all hurt at 
times by competition. Many a time on 
the road I’ve wished for some way to 
put a crimp in those devilishly ambitious 
rival salesmen. 

Still, our American industrial democ- 
racy is based on competition,—and, so 
long as it’s conducted with good sports- 
manship, I say the business man and 
the consumer—each in his own way— 
benefits from competition. 

Unfortunately, we have grown into 
the habit of running to Doctor Uncle 
Sam for a “Stop-that-other-fellow” pain 
killer. It is human nature—for example: 

1. Industry did it pretty generally 
during N.R.A... and found that no 
sooner was a regulation passed than 
perhaps a dozen loop-holes were dis- 
covered. 

2. Agriculture has done it through 
A.A.A, and the smart farmer has found 
out how to beat some of the controls 
by using more fertilizer. 

3. Distributors (wholesale and retail) 
are doing it by asking for chain-store tax 
laws; for laws that will put the chain out 
of business; for laws that will impose 
prohibitive license fees on self-service 
super markets; by asking for fair trade 
laws which are intended to legalize 
profits, and by laws prohibiting sales 
below cost so that losses can be pre- 
vented. 
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4. Government officials are looking 
for panaceas—as indicated by the in- 
consistency between complaints by the 
Department of Labor about the rigidity 
of administered prices, on the one hand, 
and attempts by the Department of 
Agriculture to bring about administered 
prices through A.A.A on the other hand. 


Again the search for panaceas by 
governmental action is seen in the incon- 
sistency of encouraging price-cutting in 
the public utilities industry through 
TVA, on the one hand, and the prohibi- 
tion of price-cutting under the Miller 
Tydings Act, on the other hand. 

Well—what is the answer? 

No one man can say. No man— 
either in business or government—has 
the experience and scope of knowledge 
(nor even the eagle eye!) to write out the 
full economic bill-of-fare. 

But each man among us is duty-bound 
to make carefully-weighed suggestions 

. briefly, of course. 

Here are a few I hold important: 


1. Let’s be clear-headed.—And make a 
distinction between legislation that is 
designed to write the rules of the game 
so that competition will be fairer to us, 
to our competitors and consumers alike 

. and legislation which is designed to 


put somebody out of business—however 
obliquely and however piously it’s 
worded! 


2. Let’s bury the hatchet—-And not in 
the other fellow’s back, either! Let’s 
work for a more cooperative spirit be- 
tween government, labor, and business 
—perhaps entirely on the hardboiled 
ground that it’s just good business to play 
a 

. Let’s talk the language of facts —The 
man on the street is impressed, and 


lastingly convinced, by arguments based 
upon facts. The business man _ finds 
courage in facts as he faces the future. 
The consumer buys with confidence, 
when armed with the facts about the 
merchandise and the man who made 
them. Government, too, justifies its 
great cost when it seeks out the facts 
and acts upon them constructively. 

So let business and government ap- 
proach these imperative problems of 
marketing, of technological unemploy- 
ment and distribution—on the basis of 
facts ... and be prepared to spend mil- 
lions of dollars, if necessary, to get the 
facts for all to use in a great program of 
national betterment. 

4. Let's give the youngsters a break.— 
Teachers of economics and business ad- 
ministration have a large responsibility 
—for unless they impart to the coming 
generation of business leaders a respect 
for facts, a mastery of the technique of 
analyzing marketing problems, and free 
them from wishful thinking and the 
search for panaceas: —who will? 

Let’s think in homespun English.— 
So. that we may understand both the 
prejudices and the needs of our ultimate 
bosses—the consumers—and talk the 
language of the people when we go be- 
fore the court of public opinion and seek 
to merit the responsibility allotted us. 

I want to thank you again for letting 
me acquire some valuable post-graduate 
education in marketing. It is my belief 
that the whole country might well listen 
in at these sessions.—After all, they are 
not alone your problems. but the 
problems of 130 million fellow consumers, 
which you are working upon here. 

Active service in the American Mar- 
keting Association... is one form of 


patriotism, practically applied! 





HOW BIG IS A MARKET AREA? 


NELSON H. SEUBERT 


Epiror’s Note: Marketing measurement continues to be 
one of the most usefully important services of men engaged 
in market research. This article and the two that follow 
presents some up-to-date techniques in this field. 


N THIS brief paper it is not the inten- 
if tion to relate the history of the move- 
ment or the increased demand for Prac- 
tical Marketing Areas. It is sufficient to 
state that during the past decade the 
need for economic, sales and advertising 
data set up in some form of practical 
marketing units has grown by leaps and 
bounds. 

Business today is forced to do some 
form of sales accounting and market 
planning. The growth of selective selling 
as a road to profits is one of the main re- 
sults. The realization that certain mar- 
kets, due to geographic, climatic or social 
differences, must have special advertis- 
ing and sales treatment in order to return 
a profit, has emphasized the need for a 
more practical basis in grouping of 
townships, cities and counties into homo- 
genous marketing areas. 

Political divisions of territory have, as 
a rule, proved entirely unsatisfactory in 
distribution work, As units they have 
failed to make even reasonably true 
statements of sales and advertising 
operation. In this day of good roads, 
automobiles, busses and rapid transpor- 
tation at low cost, the city line has 
ceased to exist. City workers live in the 
surrounding country. Each day their 
working, buying and social habits have 
become intermixed. And they travel 
across city boundaries to earn, spend and 
enjoy to such an extent as to make re- 
cording impractical. 

In numerous localities county lines 


* Address before the American Marketing Associa- 
tion, Atlantic City, N.J., December, 1937. 
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have been broken down by the same proc- 
esses and they consequently offer very 
little improvement over cities as market 
units. In still other localities, where a 
county contains more than one market, 
the county as a unit is too large and 
there the township or small groups of 
townships become the more practical 
unit. 

The state is too large as a unit. It 
usually comprises several markets de- 
serving of individual study and control. 
Both the city and the county have been 
used in judging the quality of individual 
sales efforts in the past. Each, in certain 
cases, affords sufficient information for 
opinions. However, the political unit of 
itself seldom affords a sound geographic 
unit for sales planning, accounting and 
control. 

Marketers are trying to measure re- 
sults from known mixtures of their 
various advertising and sales efforts. But 
this picture of results is not the sole ob- 
jective. It is only part of the picture. 
Marketers want to improve the mixtures 
of efforts being used in certain markets 
so as to better the results. They want, 
therefore, as the measures justify, to in- 
crease or decrease the sales salary costs, 
add to or cut down the salesmen’s ex- 
pense, or use more or less advertising 
effort. They want records to tell them 
facts, so that they can better adjust 
future expenditures. Their objective is 
flexibility. 

If flexibility of control be the true ob- 
jective, then the unit of territory chosen 
must fit the efforts which they may ex- 
pend. It wili do no good to learn that 
they have too little of an effort in one 
place and too much in another if they 
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cannot add to the first without also add- 
ing to the second. What they need, 
then, are areas that will synchronize 
with their market efforts. 

Since we have been discussing dis- 
tribution efforts or the tools of market- 
ing, it might be well at this point to 





rates, storage facilities and the selection 
of wholesalers and agents in order best 
to serve the retailer. Consumer Market- 
ing, on the other hand, has largely a con- 
sumer advertising problem to deal with, 
so in establishing a consumer marketing 
area, the most practical unit is defined 
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examine more carefully these tools. 
Merely outlining them in an orderly 
fashion should also help to clear up some 
confusion that exists between dealer and 
consumer problems. 

As we can see from Chart A the mar- 
keting problem naturally divides itself 
into two main functions; 1st. Dealer 
Marketing and 2nd. Consumer Market- 
ing. In the first, Dealer Marketing, we 
have problems of transportation, freight 


by the geographic flexibility or lack of 
flexibility of the means of market stimu- 
lation. Therefore let us re-group the con- 
sumer market stimuli by degrees of geo- 
graphic flexibility of use. (See Chart B.) 

Group “‘A” media cannot be used to 
do a specific job in a specific market; 
consequently we can ignore them as a 
regional market tool. Group “C”’ media 
offer no problem of flexibility since the 
effort can be placed wherever desired. 
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The group that does offer us the market 
problem is Group “B”’; namely, news- 
papers, spot radio, outdoor and car-card 
advertising. Therefore, the most practi- 
cal geographic area for consumer mar- 
keting should be a territory that recog- 
nizes their degree of inflexibility, and con- 
forms thereto. If local advertising by 
retailers is or may be a part of the effort 
to sell, then no other area can be estab- 
lished that will lend itself to sales ac- 
counting with equal or better results. No 
other area will offer the same flexibility 
of effort to meet sales operation require- 
ments. 

In recent years there have been de- 
veloped areas of traffic or distribution 
areas, based on freight, warehousing and 
distribution facilities. This type of area 
has met with a considerable degree of 
approval by various marketing area 
committees and individual marketing 
men. These areas are a distinct contribu- 
tion to the science of marketing as a 
whole, but particularly to the first half 
of our marketing problem; that is, the 
problem of marketing to the dealer. 
These are the operating areas of the 
basic tools of dealer marketing from 
factory to retailer, and hence should not 
be confused with the consumer area 
problem. 

In the past, as at present, there have 
been those who believe that a retail 
trading area or a retail shopping area 
will conform to market effort areas and 
hence give the picture Business wants. 
This, however, is not true, for a so-called 
retail trading area will not, in the ma- 
jority of cases, meet Business needs for 
an area which will parallel the area of 
effort, and furnish a picture of market 
results. 

To illustrate this point the following 
is an example. Taunton, Massachusetts, 
is conceded by four authorities to be in 
the retail trading area of Providence, 


R. I. Their reasons for this seem very 
sound; namely, that the Providence De- 
partment Stores carry a great number of 
Taunton charge accounts and _ that 
Providence is the nearest large city to 
Taunton and that traffic between Taun- 
ton and Providence is quite heavy. 

The fact is, however, that the con- 
sumer marketing tools of Providence will 
not do any kind of a job in Taunton. If 
you wanted to reach Taunton consumers 
with advertising effort you could not 
reach them effectively through Provi- 
dence radio, Providence newspapers, 
Providence car cards, or Providence out- 
door and poster advertising. Your Provi- 
dence advertising allotment would not 
create an appreciable amount of Taun- 
ton business nor sell your product to 
Taunton consumers, although these con- 
sumers might shop occasionally in Provi- 
dence. Providence daily newspapers 
reach less than 2% of the Taunton fami- 
lies. The same situation exists with the 
Providence Sunday newspapers. In the 
case of radio the Taunton families are 
divided as to their listening between 
Boston and Providence, so that only a 
half-way job can be done in Taunton 
from Providence by radio. In the case of 
outdoor and car card advertising, Taun- 
ton cannot be reached from Providence; 
consequently from the viewpoint of a 
person using these areas to try and com- 
pare his advertising effort with sales re- 
sults. Taunton should not be included in 
the Providence area, but should consti- 
tute an area by itself. 

Experience has taught us that the 
American market is composed of nu- 
merous small communities which radiate 
from larger communities, and_ these 
larger communities bear certain rela- 
tionships to still larger metropolitan 
centers. From the smallest to the largest 
each general grouping presents certain 
problems in marketing peculiar to itself. 
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For the above reason the consumer areas 
should be set up in small market units 
so that a real degree of flexibility exists 
in the grouping of small areas to form 
larger areas, and with these in turn 
groups to form major or larger sectional 
areas for general marketing purposes. 

Here is an example of the type of 
market building blocks that would be 
desirable for business and I hope a type 
that the U. S. Census Bureau will be 
able to give us in the next census. Hol- 
yoke, Massachusetts bears some mar- 
keting relationship to the larger city of 
Springfield and Springfield in turn bears 
a certain relationship to the still larger 
metropolitan city of Boston. These rela- 
tionships do not nullify the fact that for 
most marketing purposes Holyoke and 
Springfield are separate and distinct 
markets. Attleboro and North Attleboro 
although separate and distinct markets 
in themselves bear a relationship to the 
larger community of Pawtucket, and 
Pawtucket in turn has a certain relation- 
ship to the still larger city of Providence. 
Providence in turn is related in a remote 
sense to the larger metropolitan city of 
Boston. It is essential to treat the Hol- 
yokes and Attleboros as separate mar- 
keting units but by groupings and sub- 
groupings the other relationships can be 
indicated. 

To be a little more specific about the 
extent of these basic markets I suggest 
the following as a possible guide: 

1. Add to the corporate city all ad- 
jacent townships or minor civil divisions 
that form, for all practical marketing 
purposes, part of the city. These addi- 
tions to the corporate city should be 
made only when they meet some pre- 
determined standard of population den- 
sity and at the same time meet some 
standards of family coverage by the 
central city market media. Expressed in 
another way, these additions to the cor- 


porate city should be strictly urban or 
suburban in character and when added 
to the corporate city form an area from 
which no marketing or media coverage 
problem would demand a subtraction, 
but to which many problems might call 
for additions. This would be an area 
which in a media coverage sense could not 
be avoided no matter which type of cen- 
tral city market media was used. For 
want at the moment of a better term, 
I will call these the ““Market Hubs” or 
“Concentrated Markets.”’ 

2. For all other territory, located out- 
side of the Concentrated Markets, the 
county or township is a practical unit. 
The county seems to be practical in the 
wide open and thinly populated areas, 
while the township or at least small 
groups of homogenous townships would 
be practical units in the more densely 
settled and congested areas. 

If an individual then should find that 
these Concentrated Markets do not suit 
his particular needs, he can add to them 
the counties or township groups that will 
meet his special requirements. 

Business should not be forced to group 
two or more separate markets together 
because they happen to be in the same 
county, nor should they be forced to in- 
clude a whole county in a given area 
because they were unable to obtain mar- 
ket data properly divided. 

There is one step more that can then 
be taken after the consumer markets 
have been set up; that is, a grouping of 
these consumer market areas to form 
dealer marketing areas. A grouping such 
as this would allow a concern to compare 
its consumer data with its dealer activi- 
ties, and sales to jobbers or wholesalers. 

In conclusion may I emphasize the 
following points: 

1. In the desire for the establishment 
of practical consumer marketing areas, 
business is seeking a means to ascertain 
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what changes in effort, in quantity and 
quality, should be made for betterment 
in each market. Business wants those 
indicated changes to be possible with the 
minimum of disturbance to other mar- 
kets. The desire is that efforts and results 
be brought together in a common sales 
and advertising operating statement. 

2. That the areas desired would be 
areas in which the consumer marketing 
tools could be used in an isolated or 
localized manner. 

3. That the major use of marketing 
areas that are defined is to make possible 
the coordination of advertising effort 
with sales activity, comparison of adver- 
tising costs with sales results, and the 
study of relative sales opportunities of 
the various areas, in order more intel- 
ligently to plan the advertising and sales 
effort, and subsequently to measure the 
results. 

4. That Dealer Marketing Areas and 
Consumer Marketing Areas are two 
separate problems and should not be 
confused. They should, however be cor- 
related. 

5. That the usability of the tools of 
consumer marketing along with some 
standard of density of population are of 
more practical importance in the deter- 
mination of the extent of an area than 
the occasional shopping habits of the 
population. (Note: that Springfield, Mas- 
sachusetts, should'not'bejincluded neces- 
sarily in the Hartford Market just -be- 
cause 7,000 residents of Springfield are 
reported to have charge accounts with 
one Hartford Department Store). 

6. That the tools of consumer market- 
ing which should effect the extent of 
areas are in the main, Newspapers, 
Radio, Outdoor and Car Card Adver- 
tising. 

7. That the 1,200 or more concentrated 


markets in the U. S. should first be set 
up. These would account for the major 
portion of the U. S. Population and an 
even larger portion of the Retail Sales 
of the Country. In terms of land area, 
however, only a very small part of the 
total U. S. would be accounted for by 
these concentrated market areas. Data 
for all of the territory outside of these 
concentrated areas should be available 
in terms of county or township units so 
that any amount of outside territory 
could be added by an individual to any 
concentrated area in terms of county or 
township units. 

Finally, returning to the question title 
of this paper, “How Big is a Market 
Area?”’, | am going to ignore the aca- 
demic side of this question and answer 
it from the purely mercenary or sales 
accounting viewpoint of any individual 
business, by first defining a market area. 
“*A market area 1s the area of opportunity 
for sales.” Then by substituting the defi- 
nition for the original question, we have, 
“How big is an area of opportunity for 
sales?” The answer to this question is: 
“‘An area of opportunity for sales is as 
large as the area of advertising and selling — 
efforts.” 

The American Marketing Association 
has a committee studying this subject of 
Marketing Areas in cooperation with the 
U. S. Bureau of the Census, in the hope 
that a practical plan can be worked out 
that will meet with the general approval 
of Business and at the same time be 
practical in the collection and tabulation 
of data by the Bureau of Census. The 


Bureau it is hoped will be able to give 
business useful market facts by market- 
ing areas after the next general census in 
1940, provided Business can make up 
its mind what it needs and define the 
standard building blocks. 











SOME STATISTICAL POSSIBILITIES OF 
DEFINING MARKET LIMITS* 


VERGIL D. REED 


Assistant Director, Bureau of the Census 


THE PROBLEM AND THE NEEDS 


HE primary consideration in any at- 
"Donen to define the limits of mar- 
kets is to secure a unit of measure allow- 
ing enough flexibility in application to 
mect individual needs. It shall, there- 
fore, be the main thesis of this paper 
that the Census can furnish the statis- 
tical blocks with which to build, but 
that the marketing architect must fit 
those blocks into a structure which best 
suits his own requirements. It seems to 
me that our greatest need is a framework 
or fixed grid within the blocks of which 
Census data can be tabulated and com- 
bined, when desired, with other perti- 
nent available facts for like areas. Given 
this grid a mosaic best representing the 
market for any concern or product can 
be readily constructed. Such a system 
would permit arrangement of the blocks 
to conform to the control tools, con- 
centration of population, and physical 
channels of distribution existing in a 
given community, or to any changes in 
either. In other words, I agree with Mr. 
Seubert that what we are searching for 
is probably more of a marketing area or 
marketing control area made up of de- 
tachable or attachable parts which may 
be omitted, included, or combined at 
will. In such an arrangement smaller 
areas must be capable of choice or 
grouping to meet the needs of the mar- 
keting executive who is interested in 
dealer marketing control areas as well as 

* An address delivered at the annual meeting of the 


American Marketing Association, Atlantic City, N.J., 
December 1937. 


the one interested only in consumer con- 
trol areas 

In my opinion, we cannot, with any 
degree of accuracy or finality, set up a 
fixed standardized consumer marketing 
control area conforming to the territory 
covered by certain marketing tools, such 
as Mr. Seubert has suggested. I consider 
this true because both the extent of the 
area and the tools of control used would 
still vary for each marketing organiza- 
tion or type of product involved. Even 
the available tools themselves may 
change quite suddenly and they do not 
necessarily cover identical territories 
capable of serving as fixed statistical 
areas. A new warehouse, a closed main 
arterial bridge, the coming of a new 
radio station or an increase in the power 
of the present one, a newspaper dis- 
continued, or the arbitrary rerouting of 
busses or street cars—any of these can 
completely change the strategy of 
market control in a given area quite 
suddenly, but unfortunately not finally. 

After all, markets are people with 
money to spend. The people and their 
money constitute potential consumer 
purchasing power. The tools to reach or 
to control these people must conform to 
their grouping or concentrations. In 
other words, it seems to me that most of 
the tools of marketing and their locations 
are largely the result of population con- 
centrations rather than the cause of 
them. Any statistical area chosen for 
market control purposes should provide 
for the measurement of change and for 
comparison. It should, therefore, have a 
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fixed basis rather than the shifting base 
which coverage of marketing tools 
would constitute. The areas chosen 
should be capable of combination to con- 
form to the coverage of any one or 
several of the marketing tools used. 

In considering this question of further 
refining or decreasing the size of our sta- 
tistical units, we should not lose sight of 
the fact that we do not as yet have even 
a complete statistical picture of the in- 
dividual county. For instance, we cannot 
hope for a complete index to county pur- 
chasing power so long as employees and 
payrolls (or income) represented by the 
railroads, professions, institutions, local, 
State, and Federal Governments are not 
known and tabulated by counties. 
County possibilities from a market- 
ing standpoint have not as yet been fully 
exploited and, in my opinion, this type 
of area still meets the needs of the large 
manufacturers and distributors better 
than any other area available. However, 
this should not be interpreted as express- 
ing the opinion that areas smaller than 
the county are not necessary or desirable 
in marketing work. The need for statis- 
tics by minor civil divisions both within 
and without the corporate limits of cities 
is admittedly great and it is the desire of 
Census officials to meet these needs to 
the greatest extent possible with our 
facilities. 

Throughout this discussion it is as- 
sumed that most of us have accepted the 
fact that there is no such thing as a 
standard and fixed trading area applic- 
able to all consumer goods. Not only is 
the decision unavoidable, that such 
standard areas cannot be satisfactorily 
set up, but such attempts as have been 
made in the past to establish areas of this 
nature have almost always resulted in 
disappointment to those responsible for 
building the areas and disillusionment 


for those who used them. My own experi- 
ence is no exception. 


Some Limitinc Factors To BE 
CoNSIDERED 


Any solution sought should not be a 
“one-time” solution. There should be a 
fixed grid within the units of which com- 
parability of the same type of data, from 
one census to another, is assured and 
within which data from other sources 
can be combined advantageously with 
Census data. Without this comparability 
as to time, the trends and changes within 
an area cannot be measured nor can the 
movement of the population or business 
concentration be properly evaluated. 

The utility of any undertaking of this 
nature must be such as to justify fully 
the expenditure of Government funds in 
gathering, tabulating and publishing the 
data to conform to these areas. This 
means that the system must be capable 
of application by the intelligent market- 
ing executive, with limited statistical 
training. In other words, any such sys- 
tem adopted must be capable of rela- 
tively wide application and its usefulness 
cannot be confined to any small or highly 
technical group. 

The size of the blocks or minor civil 
divisions used must be such as to avoid 
all danger of disclosure of individual 
identities or must be capable of ready 
combination by any desired pattern to 
avoid such disclosure. 

The method used should provide a 
means of making available special tabu- 
lations in the greatest detail justified by 
the data at the expense of those having 
unusual or special needs. In other words, 
provision should be made to allow the 
wringing out of every drop of usefulness 
from the data even beyond the detail 
which it is justifiable to tabulate and 
publish at public expense. 

The system adopted should make it 
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possible to bring under ready control 
that rich part-time farming fringe which 
we found so important in our 1935 Cen- 
sus of Agriculture. The wants and the 
needs of these people, numbering ap- 
proximately nine million, are consider- 
ably different from the strictly city dwel- 
lers, or the strictly rural farm dwellers. 
To firms contemplating new enterprises 
or decentralization of their producing or 
marketing units, a study of the charac- 
teristics and location of this part-time 
farming population will afford many pos- 
sibilities both as to market potentialities 
and labor supply. 

Although Mr. Seubert rightly stresses 
the advertising control approach, any 
work we do along the lines considered 
should be applicable to the solution of 
marketing problems beyond and in ad- 
dition to advertising control. He en- 
visages three kinds of statistical areas: 
(1) Concentrated or central city markets 
—comprised of a central municipality 
and its immediately adjacent minor civil 
divisions, thoroughly covered by market 
media of the central city; (2) minor civil 
divisions of densely settled and con- 
gested areas; and (3) county units for 
thinly populated areas. It is thought 
that the county affords sufficient refine- 
ment in these thinly populated areas. I 
would suggest further the desirability of 
an intra-city breakdown within the con- 
centrated market. This can be done in all 
those cities which are on a census tract 
basis. We are finding an increasing de- 
mand among the larger untracted cities 
to be put on a tract basis. 


Wuart Is Now AVAILABLE or Has 
BEEN DoneE 


Practically all Census material is regu- 
larly broken down by States, counties, 
cities, and towns, the detail for cities 
varying with the size of the city involved. 
This means, of course, that the material 


gathered in the Censuses of Business, 
Censuses of Manufactures, Censuses of 
Agriculture, and Censuses of Population 
are all available and comparable by 
counties, at least, while non-agricultural 
data are practically all available by in- 
corporated places and “remainder of 
county.” 

Population data are available by 
ninety-six metropolitan districts, estab- 
lished in connection with the Census of 
1930. The metropolitan district is de- 
fined as ‘‘an area within which the condi- 
tions of manufacturing, trade, trans- 
portation, labor and living, in brief, the 
daily economic and social life, are pre- 
dominantly influenced by the ‘central 
city’.”’ Unfortunately no data other than 
population are available on this basis. 

There is a great demand for manufac- 
turing and business data, at least retail 
trade, by similar areas. Chambers of 
commerce are not satisfied with manu- 
facturing data by corporate limits, nor 
are we. Such a basis does not show a 
true picture of the industrial structure of 
the community. This is increasingly ap- 
parent as industry is encouraged by 
many forces to migrate to the fringes of 
cities or into the surrounding territory. 

The following facts are available from 
the 1930 Census of Population by town- 
ships or comparable minor civil divi- 
sions: Sex, color, native white popula- 
tion, foreign born white population, age, 
and rural farm population. You will im- 
mediately note the absence of any index 
to purchasing power by townships. 

Practically all the material for the 
Census of Agriculture, 1935, is available 
by townships or comparable minor civil 
divisions at a nominal cost of reproduc- 
tion by photostats requiring six sheets of 
tables per township, at a total cost of 
$2.10 per township in large size, or $1.05 
per township in much smaller sized 
sheets. 
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Special tabulations of population and 
retail data are available by census tracts 
for all cities which were tracted as of 
1930. Such special tabulations can also 
be made available by enumeration dis- 
tricts and wards for most cities at the 
expense of those requiring the tabula- 
tions. Selected items from the 1930 popu- 
lation census were tabulated by tracts 
for eighteen of these cities. 


SoME STATISTICAL POSSIBILITIES 
FOR THE FUTURE 


I believe that the township (or com- 
parable minor civil division) lends itself 
to solving most of the needs of defining 
and constructing areas of the character 
under consideration. If the Census 
Bureau furnishes you with these data by 
such areas or combinations of them, this 
will be far in advance of the refinement 
of statistical tools made available to you 
by any other source. Your major objec- 
tives will be reached when all Census 
enumeration districts are made to con- 
form to township lines so that any com- 
bination of or arrangement of townships 
desired for a given problem can be made 
the basis of your statistical tabulations. 
In other words, the data can be made 
available to you by townships in so far as 
no danger of disclosure is involved and 
by any desired grouping of townships by 
special tabulation, when danger of dis- 
closure is present. 

We have been giving a great deal of 
consideration to the possibility of tract- 
ing the entire county in the case of those 
containing large cities—say those of 
250,000 population or over—thus mak- 
ing the data available by any required 
combination of tracts for the city as well 
as for the other minor civil divisions sur- 
rounding it. Another opportunity is af- 
forded by splitting counties on a basis 
arrived at before the census is taken, 
then having the enumeration districts 


conform to the township lines so as to 
include all of the predetermined area. 
The areas used in subdividing the coun- 
ties outside the central city should be a 
combination of two or more adjacent 
minor civil divisions large enough to pre- 
vent disclosure of individual operations 
or identities and yet adding refinement 
to the statistics by making them avail- 
able by areas considerably smaller than 
the entire county. Since these should be 
established as permanent areas they 
must have observable and definable 
limits such as streets, rivers, canals, and 
railroad embankments in so far as these 
do not prevent conformity to minor 
civil division lines. In every case the 
closest approximation to adjacent minor 
civil divisions should be chosen. 

It would seem that the present areas 
used for population statistics—the town- 
ship or comparable areas—are adequate 
with one possible improvement which is 
the tracting of each county which con- 
tains a city of 250,000 or more inhabi- 
tants. Since the Census Bureau is re- 
quired to give population statistics by 
minor civil divisions and to make pos- 
sible giving them by wards within cities, 
this proposal would almost double the 
work of the Census Bureau for the 
tracted counties. However, if the coun- 
ties were selected with care the results 
would undoubtedly be very valuable 
since comparability from census to cen- 
sus would be retained without recourse 
to temporary or imaginary lines or city 
limits. The necessary adjustments are 
now being made between wards and 
tracts within tracted cities and we plan 
to undertake the same adjustment be- 
tween tracts and minor civil divisions 
within counties outside city limits. Ad- 
ditional cities are being tracted from 
time to time. At present there are sixty- 
seven cities where definite steps have 
been taken to put the cities on a tract 
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basis. For further information on census 
tracts and tracted cities, | would suggest 
that you secure a copy of our Census 
Tract Manual, which is revised up to 
July 1937. 

It has been proposed that the question 
of work-place (place of employment) be 
put in the population schedule for 1940. 
Such a question would give very valu- 
able information on the relationships 
existing between territory surrounding 
the more important cities and the cities 
themselves. This must not be taken at 
this time as a commitment that such a 
question will appear, but I believe we 
will all concede the fact that it would 
result in some very useful information 
from the standpoint of marketing men 
and sociologists alike. 

The Sixteenth Decennial Census, to 
be taken in 1940, offers you and other 
groups some unusual possibilities which 
you should not overlook. At this time, 
and probably for the last time, censuses 
of population, agriculture, manufactures 
and business will be taken concurrently. 
This will afford an unusual opportunity 
to secure a complete picture of the na- 
tion’s social and economic status as of a 
given time. 

Might I suggest that, if you and other 
groups are interested in having at least 
parts of these data made available by 
metropolitan districts, you take im- 
mediate steps to decide what will best 
meet your needs. As a further sugges- 
tion, would it not be wise to form a com- 
mittee made up of members of the 


American Marketing Association, the 
American Statistical Association, and 
the United States Chamber of Com- 
merce to work out these metropolitan 
districts as a basis for publication of the 
more fundamental data covering popu- 
lation, business, and manufactures?* In 
addition to determining the limits of 
such districts, there are at least two 
other questions which should be care- 
fully considered. First, what density of 
population would determine the town- 
ships to be included in the metropolitan 
districts? In 1930 a density of 150 per 
square mile was used. A density of 100 
has been suggested from two or three 
sources as possibly affording a better 
basis. Second, the problem of disclosure 
again confronts us, particularly with re- 
spect to manufactures. It is absolutely 
essential that the Census of Manufac- 
tures material be made available by 
counties. If we split these counties and 
put parts of them within a metropolitan 
district, special care will have to be used 
to avoid disclosure by subtraction when 
the county figures are published. Avoid- 
ing this must be a consideration in any 
plan to set up a system of metropolitan 
districts. 


* Such a committee has been appointed and has held 
three meetings, the last of which was held in Washing- 
ton on June 16. The members of the committee are: 
Mr. Paul Cherington, Marketing Consultant, New 
York, representing the American Marketing Associa- 
tion; Dr. Ralph Watkins, Bureau of Business Research, 
University of Pittsburgh, representing the American 
Statistical Association; and Mr. T. W. Howard, Cham- 
ber of Commerce of the United States, representing 
manufacturers and chambers of commerce. 











THE FARMER SPEAKS—A SURVEY 
OF FARM THINKING 


J. T. MILLER 
Director of Research, Meredith Publishing Company 


O REPORT farm opinion—compre- 

hensively and accurately, without 
bias or favor is the purpose of ““The 
Farmer Speaks” which made its initial 
bow in the April issue of Successful 
Farming. 

The publication of this unique 
monthly editorial feature raises a num- 
ber of interesting questions. Why such 
surveys by a national farm magazine? 
How are they being conducted? What 
are the results? In the answers to these 
questions there lies, perhaps, news in the 
history of agricultural journalism. 

Why Sucu Surveys? 

As an important segment of the 
American population, farmers are a 
much discussed group. Frequently they 
are credited with opinions, with such 
phrases as ‘Farmers’ feelings about this 
are...,” “The farmers of America 
want..., “We farmers think... ,” 
rolling freely from the mouths or pens of 
speakers, writers, politicians, and farm 
leaders. 

Yet it has been rather generally agreed 
that no one really knows what farmers 
think because there has been no medium 
thru which all groups and classes of 
farmers could find a voice. 

Perhaps the closest approach up to 
now towards the determination of what 
farmers think has been made by Dr. 
George Gallup whose American Insti- 
tute of Public Opinion has several times 
dealt with questions of particular signifi- 
cance to the farm population. Obviously, 
however, it has not been possible for the 
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Institute to include in their surveys 
many questions geared to the specialized 
job of determining what farmers think. 

“The Farmer Speaks’ surveys are 
being undertaken by Successful Farming 
because we believe that the news about 
what people think is moving into a posi- 
tion of first rank importance in the field 
of journalism. This seems to us to be es- 
pecially true in considering that great 
portion of our population who live on 
farms. 

We hope thru the medium of the sur- 
veys to help make the farmers of 
America articulate, to provide the op- 
portunity of letting their ideas be known 
—first of all to themselves, and at the 
same time to their leaders, to city dwel- 
lers, to industry, to government, in short 
to anyone who is or should be interested. 


How ARE THE SuRVEYS BEING 
CONDUCTED? 


Whether or not “The Farmer Speaks’”’ 
surveys are truly significant depends of 
course upon just one thing—to what ex- 
tent do the results present a true picture 
of farmers thinking. 

To the readers of the yournat the 
methods being used will therefore be of 
interest. 

The surveys are made with the utmost 
in scientific planning to insure a thor- 
oughly adequate cross section. The infor- 
mation is secured solely by personal 
interviews, nationwide in scope and 
properly allocated and controlled to pro- 
vide a clear and representative picture 
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of what farmers think in all parts of 
the country. 

All field work and tabulations have 
been done by Opinion Research Corpo- 
ration of Princeton, New Jersey. It is 
our opinion that the exacting require- 
ments of the surveys can best be met by 
placing the work in the hands of an in- 
dependent highly specialized field re- 
search and tabulating organization. 

Details of the required cross section 
were worked out with the help of 
Opinion Research, and their experience 
has been drawn upon in selecting “work- 
able’’ questions. 

Calls are distributed according to a 
careful plan based on a consideration of 
all important factors of the farm popu- 
lation. 

Geographical distribution is in agree- 
ment with the distribution of farm popu- 
lation, with small states and states in the 
mountain areas somewhat overweighted 
in order to make the sample more ade- 
quate in each state. Men and women 
interviews are controlled so that these 
elements of the cross section are in cor- 
rect proportion. The same is true of dis- 
tribution of interviews among owners 
and tenants, high, middle, and low in- 
come farmers, and white and negro farm 
population (negro population being un- 
derweighted by population standards 
for the reason that this group has com- 
paratively a small voice in governmental 
and social affairs). Further factors con- 
sidered are 1936 and 1932 voting turn- 
out, age distribution, and religious 
affiliation. 

Careful checks are regularly made to 
determine the accuracy of the sample, 
both in terms of the individual inter- 
views and in terms of the number and 
distribution required. Every precaution 
by both Opinion Research and our own 
Research staff is taken to insure a true 
picture from the surveys. It is the 


writer's opinion, shared by numerous 
authorities with whom the workhas been 
discussed, that “The Farmer Speaks” 
surveys present a report of farm thinking 
truly representative of the over 6,000,- 
ooo farm families of America. 


Wuart ARE THE RESULTS? 


Detailed reports and full discussions 
are presented in Successful Farming. Ex- 
tensive breakdowns are made in tabu- 
lating the material. Where such analyses 
are significant, answers are reported by 
geographical divisions, by political af- 
filiations, by age groups, by sex, by 
owners and tenants, by economic classes, 
and even on certain questions by reli- 
gious affiliations. Such breakdowns con- 
tribute significantly to the reports of the 
surveys. 

However, to provide a quick picture 
of the results, only the basic data are 
reported here. It will be understood that 
only those questions which have been re- 
ported in our magazine are dealt with in 
this report. The scope of later questions 
is indicated by those reported, but 
naturally an even wider scope of in- 
quiry will be made. 

An examination of these brief tables 
will clearly indicate first that a large 
proportion of the farm population has 
opinions and secondly, that many pre- 
conceived impressions of what farmers 
think are badly in error. 

Percentages reporting opinions are in 
all cases based on those who express 
themselves. The ‘No opinions” are 
given separately. 

Assuming you had your choice of Roose- 
velt, Wallace, or a Republican candidate 


for President in 1940, which would you vote 
for? 


ee eer 50% 
es es oe liga 8% 
Republican Candidate. ..... 42% 
Pi cndeveccerencus 23% 
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Do you think sex education should be 
taught in the schools? 


La aks war thi ee ee anus 64% 
No.... vos 36% 
No opinion........ 17% 


Do you believe in compulsory control by 
the federal government of agricultural pro- 
duction? 


I eee ere 31% 
Bl har e's G46 axons ee 69% 
PUM cc cscscsccees Ge 


Do you believe in compulsory control by 
the federal government of industrial wages 
and hours? 


-+++ 4370 

T my O7 
No. ee 3 SGQeneea es eee eee ae 6 6% 57 JO 
No opinion........... 18% 


Which of the following do you believe is 
the principal cause of the recession: Labor? 
Government? Business? Nobody’s fault? 


ee 24% 
Government.............. 27% 
Se eee 20% 
Nobody’s fault............ 19% 
Combination of causes...... 10% 
a. eee 26% 


What do you regard as the principal ad- 
vantage of country life over city life? 


Economic.......... 56% 
Health advantages. 32% 
Social advantages. . 3% 
Living conditions . 9% 
No opinion... . 9% 


What do you regard as the principal ad- 
vantage of city life over country life? 


re 34% 
“Modern conveniences’ . . 28% 
Social advantages...... ... 22% 
Economic advantages...... 16% 
eee 15% 


Would you favor censorship of radio pro- 
grams by the federal government? 


Aa oe eee ee 38% 
NT O7 
No se 62 @ et RN a 85s 62 /O 
No opinion... .. 20% 


Do you believe the Roosevelt administra- 
tion is using agricultural colleges and their 
extension workers to influence you and other 
farmers in favor of the New Deal? 


yr ~O7 
Yes Tre Eee TT ee See Le Te 4570 

. ~ OF 
ee ae ree ee 55/0 











VARYING FUNCTIONS IN DISTRIBUTION, 
THEIR COSTS AND INFLUENCE 
ON RETAIL PRICES* 


JOHN F. THOMAS 
Sears, Roebuck and Co. 


Epitor’s Note: In the last analysis the efficiency of 
marketing methods and institutions is best measured per- 
haps by cost accounts. The symposium on costs in 
distribution which formed part of the program for the 
meetings of the American Marketing Association in De- 
cember, 1937, made some valuable contributions to this 
field. The present paper and the two which follow are taken 
from the symposium. It is to be hoped that future meetings 
will continue the exploration of cost standards and meas- 
urements. 


HE subject originally assigned to me 

for discussion at this meeting, “Mar- 
ket Prices and Cost Analysis from a Re- 
tailer’s Point of View,” seemed just a 
little broader in scope than might ade- 
quately be treated in the time allotted 
for that purpose. Therefore, I have 
selected only a part of the principal 
subject and will discuss “‘Varying Func- 
tions in Distribution, Their Costs and 
Influence on Retail Prices.” In this dis- 
cussion no attempt will be made to de- 
fend one method of distribution as 
against another, or to predict the method 
most likely to be used in the future. 


FuNcTIONS OF DISTRIBUTION 


The general function of distribution, 
in simple words, is that of giving the 
consumer what he wants when he wants 
it, and at a price which he is willing and 
able to pay. The cost of getting goods 
from the producer to the consumer in 
most cases constitutes a very substantial 
part of the retail selling price. Econo- 
mists have estimated such costs to be as 
much as 80 per cent for certain types of 
goods. Finished goods from the factory 
must be stored, advertised, sold, and de- 
livered, not only once but frequently as 


* Address before the American Marketing Associa- 
tion, Atlantic City, N.J., December, 1937. 


many as three or four times—depending 
upon the type of merchandise, the chan- 
nel of distribution through which it 
flows, and other factors. 

The fundamental elements of distribu- 
tion cannot well be eliminated, but, as a 
result of competitive forces, there is a 
constant effort to reduce the extent, and 
consequently, the cost of performing 
those functions. 

It is the purpose of this paper, there- 
fore, to show with concrete illustrations, 
not necessarily taken from the company 
with which I am affiliated, but from 
various sources, that in the transition 
from the small-unit-middleman method 
of distribution to the large-unit-direct- 
buying method there has been a general 
shifting and modification of functions 
performed so that now there are in 
reality two distinct methods of distribu- 
tion, direct and indirect buying, operat- 
ing in competition with each other. Dif- 
ferences in costs in these two methods of 
distribution have resulted in differences 
in retail selling prices for similar mer- 
chandise and have brought frequent 
charges of price discrimination; whereas, 
when the functions of distribution are 
analyzed and due allowance is made for 
the costs of manufacture, sale, and de- 
livery, resulting from the different 
methods or quantities in which goods are 
sold or delivered, the charges of dis- 
crimination are often unfounded. 


THE WHOLESALER AND His 
FUNCTIONS 


To make a comparison of the func- 
tions of distribution performed accord- 
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ing to the differing methods, and to have 
a common understanding of terminology, 
it is important to review briefly the 
primary functions of the middleman, or 
wholesaler. The traditional set-up of the 
wholesaler of consumer goods has been 
largely that of (1) acting as a buyer of 
and distributor for the manufacturer’s 
products, and (2) serving as the purchas- 
ing agent of and source of supply for the 
retailer’s needs. In other words, he acts 
as an independent unit of distribution 
between the manufacturer and the re- 
tailer and has a dual function, that of 
(1) buying the manufacturer’s products 
in relatively large quantities and pro- 
moting the sale of those products among 
the retail dealers throughout his market 
area, and (2) selecting a wide assortment 
of goods to meet the retailer’s demands 
and maintaining a substantial stock of 
those goods for convenient purchase 
and quick delivery to the retailer in 
quantities suitable for retailing pur- 
poses. 


CHANGING ConDITIONS INFLUENCE 
MeEtTuHoDs or DISTRIBUTION 


Until comparatively recently, in this 
system of distribution of goods from 
manufacturer through to retailer, whole- 
salers and retailers were, for the most 
part, small businesses, retailers very 
small indeed. The industrial revolution 
had, in fact, not gone beyond the manu- 
facturing stage. Power machinery and 
capitalistic methods were used in manu- 
facturing goods, but, generally, man- 
power and individual craftsman-type of 
distribution still prevailed. However, in 
time the pressure of mass production 
along with an almost simultaneous de- 
velopment of transportation and com- 
munication facilities inevitably led to 
large scale and more highly specialized 
methods of distribution. 


EFFECTS OF THE EVOLUTION OF 
DIsTRIBUTION ON WHOLESALERS 


With the everlasting attempt to effect 
economies in distribution and to meet 
the rapidly changing conditions in get- 
ting goods from the producer to the con- 
sumer, there came a general shifting of 
functions formerly performed almost 
entirely by the wholesaler. In some in- 
stances those functions were shifted back 


Cuart A. ILLUSTRATING THE SHIFTING OF 
WHOLESALER FUNCTIONS 











| Mapufecturer a | Retailer 
i 





to the manufacturer; in other instances 
they were shifted forward to the retailer 
(Chart A); and under other arrange- 
ments, limited function wholesalers 
served as the connecting link between 
producer and retailer. Short-line whole- 
salers, drop shippers, brokers, desk 
jobbers, and cash and carry wholesalers 
all came into existence to perform only 
limited functions. 

In a study made of the wholesale drug 
business by the Department of Com- 
merce, the functions of various types of 
wholesalers in this field were compared 
with those of the full-function whole- 
saler. In no instance do any of the modi- 
fied forms of wholesaling completely 
absorb all of the functions of the full-line 
wholesaler, and in most cases where the 
function is assumed by the middleman 
it is performed only in part (Chart B). 
Those functions or partial functions not 
performed by the limited wholesaler 
could be performed more economically 
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by the producer or by the retailer and 
were therefore shifted. This analysis of 
drug wholesaling, with slight variations, 
is typical of what has taken place in 
other fields of consumer goods, such as 
groceries, hardware, dry goods, et cetera. 


enterprise. Rather than look at institu- 
tions, therefore, one must look at func- 
tions to see where the typical wholesale 
functions are performed. This group of 
functions may continue to be performed 
by an independent wholesaler; it may be 


Cuart B. Functions PERFORMED BY WHOLESALERS 
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Thus, no longer is it possible to view 
the marketing picture institutionally. 
manufacturer may be either simply a 
manufacturer, or a manufacturer operat- 
ing a wholesale business. A wholesaler 
may be almost anything. The term itself 
now means little. He may be a manu- 
facturer’s branch or a subsidiary; he may 
be a desk jobber; he may be a coopera- 
tive wholesaler, owned by retailers; or 
he may be simply the warehousing and 
distributing part of a large chain store 


FULL WHOLESALE FUNCTIONS 
J 4 PARTIAL WHOLESALE FUNCTIONS 


4/M/TE D WHOLESALE FUNCTIONS 
OPTIONAL WHOLESALE FUNCTIONS 


undertaken wholly or partly by a manu- 
facturer; or it may equally well be under- 
taken in whole or in part by retailers. 


Larce Unit-Direct Buyinc MEtTHopDs 
A MEANS TO GREATER ECONOMIES 
IN DISTRIBUTION 


Emerging from the rapidly changing 
conditions in the field of distribution 
is the large-unit-direct-buying method, 
operating in competition to the small- 
unit-middleman method. The direct- 
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buying method is a means to greater 
economies in distribution by “cutting 
corners,” or, in other words, by shifting 
and by reducing the extent of functions 
performed, and eliminating handlings, 
the cost of which is ultimately reflected 
in retail prices. A typical illustration of 
the diffusion of distribution outlets is 
found in the hardware trade. 

It is not so many years ago that the re- 
tail hardware dealer had little competi- 
tion outside of his own trade. The tradi- 
tional distribution channel for most 
hardware merchandise was manufac- 
turer to wholesaler to retailer. In recent 
years, however, many new outlets have 
been sharing this business with the hard- 
ware dealer. Department stores added 
electrical appliances, cooking utensils, 
household supplies, flooring, and the like 
while variety chains concentrated on 
counter merchandise. Large manufac- 
turers set up their own retail stores or 
special agencies for paint, electrical 
appliances, radios, farm implements, 
plumbing and heating equipment. Drug 
and grocery chains were constantly on 
the look-out for additional merchandise 
to sell; auto accessory stores attracted 
and maintained most of the new business 
in that field; and mail order houses, with 
their multiple retail units, established 
complete hardware departments with 
their own brand of merchandise. 

Most of these new outlets, it should be 
noted, may be classed as direct buyers of 
relatively large quantities, and thereby 
have been able to effect certain econo- 
mies in distribution, which has _ per- 
mitted them to easily enter the field in 
competition with the small unit-middle- 
man hardware dealer. 

To show some of the causes of dif- 
ference in distribution costs, a number 
of actual cases have been selected which 
illustrate variation in the extent of mar- 
keting and distribution functions per- 


formed. The illustrations used are not 
necessarily taken from the company 
with which I am identified, nor do they 
represent exact functional costs. In the 
first place, data were collected from 
various sources, which reduces the de- 
gree of comparability; and in the second 
place, in making cost analyses, certain 
items of expense were necessarily pro- 
rated, which means that they are only 
approximate. Regardless of these cir- 
cumstances, the illustrations will serve 
to show the wide difference in costs in 
getting goods from manufacturer to con- 
sumer according to the channel of dis- 
tribution used and the extent of func- 
tions performed. The diagrams merely 
represent the principal method of dis- 
tribution for the respective type of mer- 
chandise. 


ExaAmMPLeE A 


Direct Buying Reduces Cost of Inter- 
mediary Functions—(Exhibit 1) 


To avoid repetition and a monoto- 
nous use of words as far as possible, the 
term “distribution functions,” as used 
in the balance of this paper, will refer 
to the physical movement and handling 
of goods—transportation, warehous- 
ing, financing, administration; whereas 
“marketing functions” will mean the 
establishment of brand preference and 
consumer demand—advertising, selling 
and administration. 

The Bird Floor Covering Sales Corp. 
is the sales division of Bird and Son, 
Inc., manufacturers of floor covering. Its 
products are sold principally through 
jobbers, with less than 10% of the total 
output going to mail order houses, re- 
tailers, and outside manufacturers. 

In an analysis of marketing and dis- 
tribution costs made and filed by Price, 
Waterhouse, it is shown that the cost of 
selling Montgomery Ward & Co., a large 
direct buyer, was 28% less than selling 
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Exuisirt I 


Columnar Statement of Sales and Selling, Distributing, Administrative and General Expenses, etc., for the Ten Months 
Ending October 31, 1936—Allocated to Respective Classes of Customers 








Example A Mail Order 
Together Houses Fobbers Retailers Others 
Net Sales.... eeeree Lees 100% 100% 100% 100% 100% 
Selling, distributing, administrative and 
general expenses, etc.: 
Sales commissions, salaries and traveling 
expenses (outside) ; 6.3% 5.0% 6.6% 6.0% 
Salaries and traveling expenses (inside) 1.6% 1.5% 1.6% 1.5% 2.8% 
Advertising expense 4-4% 5% 4-5% 4.0% 7.3% 
Miscellaneous selling expenses 2.8% 2.8% 2.8% 2.5% 4.1% 
Warehousing expenses 5% .47% 1% 15.0% — 
Freight paid on sales 9.5% 4.8% 9.7% 10.0% 7.8% 
. i - . - y ted 
General and administrative expenses 2.0% 2.9% 1.9% 7.5% 2.0% 
State excise taxes 3% 4% 3% 2% 5% 
Social security taxes 1% 1% 1% 1% 2% 
i " of 
27-770 18.6% 27.6% 47.1% 24-970 
Exuisit I-A 
Bird Floor Covering Sales Corporation 
Retailers 
Prices to retailers as shown in Federal Trade Commission’s complaint (average) $4.44 
Estimated amount of selling, distributing, administrative and general expenses, etc. (47.1%) 
based upon results for the ten months ending October 31, 1936 (average) 2.09 
Difference $2.35 
Mail Order Houses 
rices to mail order houses as shown in Federal Trade Commission’s complain 3.73 
P t l order h h Federal Trade C plaint 
Estimated amount of selling, distributing, administrative and general expenses, etc. (18.6%) 
based upon results for the ten months ending October 31, 1936 ; .69 
Difference $3.04 


the individual retailer, and 9% less than 
the jobber. In referring to Exhibit I it 
will be seen that the difference in costs 
is largely due to advertising, warehous- 
ing, and delivery expenses—which does 
not take into consideration any econo- 
mies which may be attached to manu- 
facturing costs. 

Though the Bird Company did no 
consumer advertising, the advertising 
expense in selling jobbers amounted to 
4:5% of sales, and is composed of trade 
journal advertisements, dealer aids, sam- 
ples furnished jobbers and dealers, and 
other help given to jobbers and retailers 


in enabling them to sell their respective 
customers. The advertising expense ratio 
in selling mail order houses, on the other 
hand, was .5%, or just the cost of print- 
ing basic list material. Had Bird been 
doing any national consumer advertising 
it is obvious that the difference in cost 
would have been much greater. 

It will further be noticed in Exhibit I 
that in selling retailers the manufacturer 
performs the warehousing function at a 
cost of 15% and makes delivery in less- 
than-carload lots at a cost of 10%; 
whereas, in case of the mail order houses, 
by shifting the function, warehousing 
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expense is reduced to .4%, and delivery 
is usually made in carload quantities at 
an expense of 4.8%. 

The slight variation in other items of 
selling expense is explained by the fact 
that the period over which the cost 
analysis was made was only the begin- 
ning of a contractual relationship, and 
volume had not yet reached the antici- 
pated amount. Nevertheless, though 
Ward’s were sold at jobber’s prices, it is 
estimated that Bird could actually have 
sold them, despite their relatively small 
volume, at a price 8% lower than the 
jobber price and made as much profit on 
sales to them as on sales to jobbers. 


EXAMPLE B 


All Distribution Functions Performed 
by Direct Buyer—( Exhibit II) 


One of the best examples of obtaining 
maximum economies in distribution is 
found in the method used by Sears, Roe- 
buck and Co. in distributing Allstate 
tires. Sears contracted with the Goodyear 
Tire and Rubber Company to have tires 
manufactured according to specifica- 
tions of Sear’s engineers on a cost plus 
6 per cent basis. Sears owned its own 
moulds, a costly item in the production 
of tires, and on occasions cooperated 
with Goodyear in buying raw materials. 
It also performed the manufacturing 
functions of inspecting the tires in pro- 
duction, and testing the finished product 
with its own road fleet, which was kept 
running twenty-four hours a day with 
three eight-hour shifts. Sears also took 
possession of the tires at factory door 
and made delivery, usually by truck, 
directly to store door every week, with 
but one handling, which relieved Good- 
year of all distribution functions—ware- 
housing, delivery, and administration. 
Furthermore, Sears had tires manufac- 
tured under its private brand, and as- 
sumed all responsibility for the market- 


ing functions—selling, advertising, and 
sales promotion—in creating consumer 
preference for Allstate tires. 

Several important points of difference 
in distribution methods and their costs 
are well illustrated in this case. First, the 
mass distributor and direct buyer, 
through the use of the cost plus contract, 
its private brand name, and the agree- 
ment to take tires at the factory door, re- 
lieves the manufacturer of all marketing 
and distribution functions, and frees the 
direct buyer of the costs involved in 
selling the manufacturer’s own standard 
brand products. The direct buyer en- 
tirely eliminates intermediary handlings 
and dealer selling effort. It is also able to 
effect economies in promoting consumer 
acceptance through company good-will, 
the cost of which is charged to many 
thousands of other items. Second, by 
selling under private brand, prices are 
not generally subject to or determined 
by market conditions for the national 
brands. That is, where price mainten- 
ance policies are in effect, the private 
brand distributor is able to set its own 
retail prices independently of standard 
brand prices. 

In referring to Exhibit II and II-A it 
will be seen that the cost of distribution 
for a Goodyear Allweather tire retailing 
for $8.40 is $3.44, or 41%, while the cost 
for a Sears Allstate tire of comparable 
quality retailing at $6.47 is $2.07, or 
30.2%. This difference in distribution 
costs accounts for most of the differential 
of $1.93, or 23%, in the retail prices of 
the two tires. 

The rubber companies attempted to 
meet the direct method of distribution 
by setting up their own retail stores, but, 
in that they still depend on the middle- 
man channel of distribution for most of 
their volume, they not only must main- 
tain the same retail prices in their own 
stores as are used by the independent, 











THE FOURNAL OF MARKETING 53 





Example B Exuisirt II 
Distribution Channel for Goodyear Allweather and Sears Allstate Tires 





Company Owned 

Retail Store 
“N 

4 \ 


ct 
Factory a oa Dealer Retailer 
Distributor 
Warehouse 












































Production Intermediary Distribution Functions.... 16% Retail Operating Expense... 25% 
Marketing Wholesale Activities Customary Retail ite 
Distribution Selling Expense—office & field Functions 


Advertising 
Warehousing 
Shipping 
Administration 
Discounts 
Commissions 
Allowances 

Loss on Replacements 

















Mail 
— ~~] Order 
-_ = 
er Opr. Exp. 16.5% 
~_ _ 
| —_ Direct Shipment to Sears Stores Seers 
Factory Store 
Limited Production Retail Operating Expense. 26% 
Very Limited Storage Cost... .2% Retail Functions 


Distribution Functions 
Marketing Functions 


Note: Whenever Retail Stores secure tires through Mail Order House a charge of 5% is made for handling. 
Source: Federal Trade Commission Docket No. 2116. 


Example B Exuisit I-A 
Comparison of Distribution Costs 
Goodyear and Sears Auto Tires 
Size 450 X20 ss—1930 


Retail Stores 


Retail Prices Cost Per Cent of Distr. 
Distribution Cost to §. P. 
Goodyear Allweather oa alanis iden $8.40 $3.44 ai. 
Sears Allstate Retail Store............... 6.47 2.07 30.2 
I id is hon eee oe $1.93 or 23% $1.37 or 40% 
Mail Order 
Goodyear Allweather................... $8.40 $3.44 4l. 
Sears Allstate Mail Order................ 6.17 1.16 18. 
IRS 15s ees ea pew aaa ea $2.23 or 26.5% $2.28 or 63% 


Source: Federal Trade Commission Docket No. 2116. 
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Example C Exuisit III 


Paint 
| Factory Owned | 
j Retail Store | 


S.P. ~ $3.60 





















































/ —| Jobber | — 
- — a a ~ 
s.p.-$1.75 / Cf i, 
f- Factory Branch a 
| Manufacturer rf Warehouse — Retailer 
~~ _ - 
~ Piel S.P. = $3.60 
= Wholesaler > ~ Cost - 2.45 
2. . ae Gross... 31.9% 
Cost. ‘7s (2) Opr. Exp. 29.0% 
Net 2.9% 
Gross 28.5% 
(1) Opr. Exp. 26.2% 
Net 2.3% 
* + - * a * 
ar. $3.09 
Cost 1.86 
& . $1.86 
Cost..... 1.75 Gross . 39.8% 


seca Opr. Exp... 26.2% 
$ .11 or §% for storage eae 
































and handling Net 13.6% 
Manufacturer Retailer 
7 * ” * ” * 
Direct Method Indirect Method 
Retail Selling Price $3.09 $3.60 
Manufacturing Cost 1.75 1.75 
Distribution Cost. $1.34 $1.85 


Norte: In this case, direct buyer owns factory and eliminates all intermediary marketing and distribution func- 
tions without materially increasing either manufacturing or retailing operating expenses. 
Source: (1) Dun & Bradstreet—Wholesale Survey No. 7. 
(2) Dun & Bradstreet—Retail Survey—1937—Nos. 65, 66. 


but those prices must be high enough tion functions are often effectively re- 
to cover cost of the middleman method. duced by retailers owning their sources 
of supply or, vice versa, by manufac- 
turers operating their own retail stores 
—a step towards integration. 


EXAMPLE C 


Manufacturers with Retail Stores vs. 


Retailers with Factories— Some manufacturers use the middle- 
(Exhibit ITT) man method of distribution for the 
The cost of marketing and distribu- largest part of their production; but, in 
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order to have more aggressive sales pro- 
motion for their product and to enjoy 
some of the advantages of “direct sell- 
ing,” they supplement this channel of 
distribution with their own retail out- 
lets. When such is the case, however, 
particularly with standard brand prod- 
ucts, the manufacturer must use the 
same retail prices in its own stores as are 
used by the independent retailer— 
otherwise, it would lose its principal 
outlet. 

On the other hand, when retailers 
have sufficient volume for a particular 
item, they frequently absorb all func- 
tions of marketing and distribution— 
even those performed by the manufac- 
turer—by owning their own factory or 
source of supply. 

A good illustration of this is found in 
the paint industry. It will be noticed in 
Exhibit III that the retailer with his own 
source of supply, even after allowing the 
same factory cost as the standard brand 
manufacturer, not only retails a product 
of comparable quality at $3.09 as against 
$3.69, or 16% less, but also makes a very 
satisfactory retail profit as a result of the 
marketing and distribution functions 
being reduced to a minimum. 


ExamPLeE D 


Extraordinarily Heavy Marketing Func- 
tions Attached to Pioneering Consumer 
Acceptance for New Products— 
(Exhibit IV) 

In pioneering consumer acceptance 
for new products, marketing functions 
are usually very costly. A case in point 
is that of electrical appliances. A chart 
representing a typical sales organization 
of a manufacturer of electrical refrigera- 
tors or washers would look like Exhibit 
IV. 

A certain standard brand electric re- 
frigerator has a production cost of $93.34 
and is retailed for $207.50—with most 


of the expense between manufacturer 
and consumer going for sales promotion 
and advertising, or the marketing func- 
tions. 

A large direct buyer with multiple 
outlets, on the other hand, contracts 
with a manufacturer for a comparable 
product at a cost of $100.00 and re- 
tails it for $158.00—performing all of its 
own marketing and distribution func- 
tions. 

In one case selling and distribution 
costs amount to $114.16, or 55% of re- 
tail price, and in the other, $58.00, or 
36.7%. The difference of $49.50 in selling 
prices is due largely to the difference in 
selling methods used. In the indirect 
method, the distribution organization 
consists of a sales manager with zone, 
district, and block managers who work 
with retail dealers. Salesmen are used by 
the dealer for outside solicitation on a 
commission basis ranging from 10% to 
15%. This effort is supplemented with 
national advertising by the manufac- 
turer, and all sorts of dealer assistance 
amounting to approximately 10% of re- 
tail price. 

The mass distributor of a private 
brand item of comparable quality, on 
the other hand, has only a sales manager 
to direct selling and advertising methods 
used by retail store managers. Store 
salesmen divide their time between in- 
side and outside selling effort, working 
only on specific prospects furnished by 
the store, and are paid a commission of 
4% to 6%. Advertising expense does not 
exceed 3%, in that part of consumer 
acceptance comes from good-will and 
general advertising of the mass distribu- 
tor, the cost of which is charged to many 
thousands of items. 


EXAMPLE E 


Elimination of Middleman—( Exhibit V) 
In some trades the transition from 
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Example D Exuisit IV 
Refrigerators 
(A) 
Oe $ 93-34 S. P... $207.50 
Manufacturer Zone District Block Dealer 
Manager Manager Manager 
(B) 
| er $100.00 SP... $rs8.ce 
Manufacturer Retailer 
(A) (B) 
ee $207.50 $158.00 
Manufacturer's Cost................. 93-34 100.00 
Cost of Distribution... ...........2.5 $114.16 $ 58.00 
ge 55.0% 36.7% 
* * * * ” . 
Washers 
(A) 
i ere $64.00 he Pees S5S% 60 
Manufacturer Zone District Block Dealer 
Manager Manager Manager 
(B) 
See $58.00 S. P... $ 89.50 
Manufacturer Retailer | 
(4) (B) 
I font i ti eralewaran fal aa ee a $155.00 $89.50 
Manufacturer's Cost.................-. 64.00 58.00 
Cost of Distribution. ................. $ 91.00 $31.50 
a gk ef CO: 58.7% 31.2% 


Note: Heavy distribution cost between manufacturer and retailer on standard brand items due to extraordinary 


marketing functions. 


the middleman method of distribution 
to the direct buying, or direct selling 
method, has been just about completed. 
In such cases competition between the 
independent dealer and the large direct 
buyer is much closer. In the furniture 
business, for instance, most manufac- 
turers now use either their own sales 
organization or manufacturers’ agents 


for selling directly to the retailer, and 
make shipments directly from factory or 
factory branch warehouse. Factors 
which have led to this transition are the 
costly functions of storage and market 
risks involved in styling of furniture. In 
some instances, manufacturers will ad- 
vertise under their own brand, but more 
often that function is shifted to the re- 
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Example E Exuisit V 
Furniture 
Independent Furniture Dealer 
Ey $5.98 
2” ee ee 3.50 
A Manufacturer's Agent K Gross - = 41.5% 
S.P. - $3.50 Wa ee ee Opr.Exp. - 38.7 
Cost = 2.62 5% to 10% \ Net - 2, 
- \ 
Manufacturer - Retailer 











Designing & Specifications 
Production & Inspection 


Market Risk 

















Customary Retailing Functions 
Usually Less than Carload Shipments 























Storage 
Selling 
Credit 
Handling 
Large Direct Buyer 

_ tee $4.98 

| eee 2.93 
eee $2.73 sci s 45.3% 
Bb iicces caanken 2.62 Opr. Exp..... 43.2% 

| eee 2.1% 
Manufacturer Retailer 

Production to Specifications Retailing 
Limited Storage (Factory) Designing 
Very Limited Selling Storage 


Very Limited Credit 
Limited Handling 


Market Risks 
Inspection 


Carload Shipments 


Nore: Large Direct Buyer assumes certain manufacturer's functions to effect economies in performing those 


functions, and takes delivery in carload quantities. 


Source: Dun & Bradstreet—Retail Survey—1937—No. 496. 


tailer, due to wide variations in style and 
quality. Consequently, price differentials 
between large and small furniture dealers 
are much closer than in other trades 
where the middleman functions are still 
performed. 

To effect certain economies, however, 
the large quantity buyer has assumed 
several of the more costly functions of 
the manufacturer, such as designing or 
styling its own furniture for quantity 
production, thereby reducing market 


risks, and then taking delivery in car- 
load quantities and assuming responsi- 
bility for storage. 

Again it should be noticed that while 
the large quantity buyer has assumed 
certain manufacturing and distribution 
functions ordinarily performed by the 
manufacturer, the retail operating ex- 
pense of the multiple unit retailer is no 
larger than that of the independent re- 
tailer who performs only the retailing 
functions. 
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Example F 


6. P. 
Cost 


$11.50 
10.80 


| 
' Jobber 3 


. 10% 





| Manufacturer 


Exuisit VI 

















Production Costs 


Market Risks 
Storage 
Advertising 
Selling 

Credit Risk 
Handlings 




















Handling, etc. 











ae $15.00 S.P... $1.75 or $21.00 
Stiscvcscccce eee Cost... 15.00 
ee 23.3% Gross..... 28.5% 
(1) Opr. Exp....... 18.4% (2) Opr. Exp.. 25.8% 
re 4.9% Net.... 2.71% 
Wholesaler Retailer 
Buying Usual Retail 
Storage Expenses 
Market Risks 
Advertising 
Selling & Catalog 
Credit 


When the manufacturer uses the manufacturer’s agent as a selling agency, the costs are adjusted accordingly 








Manufacturer 


r + 
-! Warehouse 1. 
_ 


* * * * * * 


Direct Buyer 


Pree ... $9.00 
Cost. . 8.55 
Handling Charge. ... 5% 





a. F. $1.10 or $13.20 
Cost. aes, 9.00 
Gross.... ine 2 
Opr. Exp.. . 27.1% 

| ee 4:7% 














Production Costs 


(contract basis) 


No Market Risks 


No Advertising 


Very Limited Selling 
Very Limited Credit Risk 
Limited Handlings 

















we -~ i 
_ —_ Retail 
Unit 
Storage Retail Expenses 
Limited Handling 
Direct Method Indirect Method 
Retail S. P.. $13.20 $21.00 
Factory Cost........ 8.55 10.80 
Cost of Distribution................ $ 4.65 $10.20 


Source: (1) Wholesale Distribution—U. S. Dept. of Commerce 1935—P. 21, Vol. IV. 
(2) Dun & Bradstreet—Retail Survey No. 58—1936. 
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EXAMPLE F 


Cost of Functions Absorbed by Direct 
Buyer—( Exhibit V1) 


Item A is a staple product manufac- 
tured and advertised as a standard 
brand piece of merchandise, and is sold 
through the indirect method of distribu- 
tion. The manufacturer’s cost is $10.80 
per dozen, and the retail price is $1.75, 
or $21.00 per dozen, which means that 
$10.20, or 49% of the retail price, goes 
for distribution and marketing func- 
tions through the middleman and the re- 
tailer. 

A large direct buyer, on the other 
hand, contracts with a manufacturer 
for a substantial quantity of a similar 
product, to be made under private brand 
and to be shipped directly to the direct 
buyer’s warehouse. The cost is $8.55 per 
dozen and the retail price is $1.10, or 
$13.20 per dozen. Here again the direct 
buyer assumes the marketing functions 
of advertising and selling its own brand 
item, as well as the intermediary distri- 
bution functions of the middleman, the 
actual cost of which is $4.65, or only 
45% as much as the indirect method. In 
Exhibit VI it will be noticed that the 
direct buyer’s retail operating expenses 
are higher than the independent re- 
tailer’s, but this is due to the cost of 
some of the marketing functions ab- 
sorbed by the retail operations. 


Price DIFFERENTIALS AND FUNCTIONAL 
Discounts 

It is apparent from the illustrations 
cited that the distributor, direct and in- 
direct buyer alike, is constantly in search 
of lower cost selling and distribution 
methods, (whether motivated by a 
social obligation or otherwise). That ef- 
fort has caused a shifting of the responsi- 
bility for the functions of distribution to 
the point of greatest efficiency, which 


has resulted in price differentials based 
on the cost of functions performed—or, 
according to the Clayton Act, making 
due allowance for differences in the cost 
of sale or delivery, resulting from differ- 
ing methods or quantities in which goods 
are sold or delivered. 

The causes of price differentials go be- 
yond the cost of distribution functions 
and are frequently found in the cost of 
production. A manufacturer of a staple 
item with excess plant facilities, for ex- 
ample, may be confronted with rela- 
tively high unit production costs, and, in 
order to reduce those costs, accepts the 
contract of a large direct buyer for a 
substantial quantity of a product similar 
to his own, on a production cost basis— 
that is, without the marketing or dis- 
tribution cost of his own product in- 
cluded. 

A price differential in this case is ex- 
plained partly on the old and well known 
principle of decreasing unit costs with 
increases in volume. (Chart C). Fre- 


Cuart C. Ittustratinc Unit Cost or 
PropuctTion SCHEDULE 
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quently, charges of price discrimination 
arise at this point, especially if the 
manufacturer sells several classes of 
buyers. Some of the charges are well 
founded while others are not justified. If 
a quantity contract reduces the unit 
cost of production, theoretically it re- 
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duces the manufacturing cost on all units 
proportionately and not only on the last 
increment of production. When the last 
customer in the production schedule is 
favored with a cost lower than that 
based on total units produced, he is 
being sold at the expense of other cus- 
tomers. (The opposite of this may also 
be true.) 

Decreasing unit production costs are 
not the full explanation of price dif- 
ferentials in many instances, however. 
Whether on a cost plus contract basis or 
not, large quantity buyers are often able 
to effect certain savings by assuming 
some of the functions ordinarily per- 
formed by the manufacturer. A direct 
buyer may have its own laboratory for 
designing products to be sold under its 
private brand, thereby relieving the 
manufacturer of that function, as well as 
the normal market risk involved. It may 
make advance commitments in order to 
spread the production schedule; it may 
finance the buying of raw materials; it 
may supply manufacturing ideas and 
processes for reducing operating ex- 
penses, any or all of which reduce the 
cost of production accordingly and jus- 
tify proportionate price differentials. 

Price differentials based on such pro- 
duction economies are not be be con- 
strued as price discrimination. In fact, 
the recently enacted Robinson-Patman 
Amendment to the Clayton Act, de- 
signed to further prevent price dis- 
crimination, takes into consideration dif- 
ferences in production or manufacturing, 
as well as selling efficiencies, by the pro- 
vision which makes due allowance for 
cost of manufacture, sale, and delivery 
resulting from the differing methods or 
quantities in which goods are sold or 
delivered. 

To arrive at actual costs according to 
functions performed by different classes 
of customers, however, requires highly 


refined cost accounting methods. Cost 
accounting methods generally used for 
finding standard costs are inadequate 
for this purpose. 

CONCLUSIONS 

In the transition from the indirect to 
the direct buying method of distribu- 
tion, considerable progress has been 
made in reducing the cost of distribution 
by shifting, modifying, and even, in 
some instances, eliminating functions 
performed by the middleman. With 
costs being one of the more important of 
a variety of factors ultimately influenc- 
ing retail prices, the direct buying 
method has had some competitive ad- 
vantage over the indirect, which has 
created a very definite problem for the 
small retailer. 

To meet the competitive advantage 
which the direct buying method enjoys, 
the independent unit dealer must find 
ways and means of accomplishing the 
same economic results as are afforded by 
the direct method. Progress has already 
been made in this direction through co- 
operative organizations of retail dealers. 
An experience of last Summer well illus- 
trates the point. While returning from 
the Twin Cities by air, the remark was 
made by a fellow passenger that he was 
just able to make that six o’clock plane; 
that his business on Saturday usually 
kept him very busy until late in the day. 
Upon inquiring what his business might 
be, he said that he was a merchant—a 
meat and grocery store owner and 
operator. When asked whether chain 
store competition had not yet driven him 
out of business, his reply was that the 
chain stores were more concerned with 
his competition than he was with theirs; 
that a group of independents in the 
Twin Cities formed their own coopera- 
tive organization which gives them the 
advantages of chain store operation; 
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namely, large purchasing power and the 
services of specialists in merchandising, 
accounting and advertising. 

On the other hand, with the direct and 
indirect buying methods in competition 
to each other, the manufacturer, too, is 
confronted with a problem. Where he 
sells different classes of customers, varia- 
tion in the extent of functions performed 
gives rise to differences in costs, and 
when such differences occur, charges of 


price discrimination are often made. If 
production and selling efficiency, as re- 
flected in cost, are not accepted as the 
base for pricing, as well as the economic 
criteria for the determination of fair and 
unfair competition, then a realignment 
of buyers and sellers according to clas- 
sification is to be expected. At that time, 
price differentials between the direct and 
indirect methods of distribution will be 
greater than ever before. 


EFFECTS OF COST ANALYSIS ON PRICES* 


W. H. S. STEVENS 


Interstate Commerce Commission 


0 ECONOMIST would be willing to 
N subscribe to the doctrine that cost 
determines price or prices. Costs are 
necessarily prices for materials, labor 
and the like, and prices in the earlier 
stages of production become the costs in 
the later stages. None the less, it would 
be somewhat unrealistic to deny the in- 
creasingly important influence of cost 
and cost analysis in price determination. 
The formula used may vary as between 
products, industries, companies, the pur- 
poses to be served or otherwise. But 
however variously costs may be de- 
termined, their use for price making 
purposes continues to grow. Two sets 
of conditions are primarily responsible 
for this situation. The first is an ap- 
parently increasing tendency for govern- 
ment and legislation to affect the price 
structure; the second is the changing 
character of business competition. 

The former is in no sense an original 
development even in this country. Price 
fixing by statute was frequently resorted 
to in colonial times. More than half of 
the original thirteen colonies appear to 
have fixed prices for various articles, 
chiefly consumers’ goods, in the pre- 
revolutionary period.' During the rev- 
olution the great depreciation of the 
currency led to the preparation of an 
elaborate schedule of prices covering 
substantially everything in use at the 
time. This schedule, which was formulat- 
ed by delegates from four New England 
States, was recommended by them to 
the various states with the approval and 

* Address before the American Marketing Associa- 
tion, Atlantic City, N.J., December, 1937. 

1 Price Fixing by Governments, 424 B.C.—1926 A.D. 
Bul. U.S.D.A. Bur. of Agr. Economics, p. 18 et seq. 
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recommendation of the Continental 
Congress. Subsequently nine of these 
colonies adopted the schedule.? 

It is probably safe to assume, however, 
that cost and cost analysis played little 
or no part in the determination of these 
prices. The situation, therefore, was 
rather definitely in contrast with the 
modern one. For the last fifty years and 
more, most legislative and governmental 
activity affecting price has been either 
directly or indirectly related to cost and 
cost analysis concepts as a standard or as 
a guide for pricing. Originally in this 
modern period, price regulation was con- 
fined primarily to businesses affected 
with a public interest so that price regu- 
lation was essentially rate regulation. 
From the standpoint of rate making in 
the case of public utilities, railroads and 
other industries affected with a public 
interest, we have now for a long time 
accepted the theory of a fair rate of re- 
turn on a fair value of the property. It 
was this theory primarily that caused 
the Congress in 1913 to order the valua- 
tion of all the railroads of the United 
States as well as to enact the theory of 
fair rate of return on fair value into law 
as a standard of rate making along with 
provisions for the recapture of any excess 
earnings in 1920. Essentially, however, 
this theory of rate making bears a close 
resemblance to cost plus. The amount of 
the return to be applied to the base 
representing the property is obviously a 
net profit after operating expenses have 
been paid. Rates for the company or 
companies as a whole, therefore, are to 


2 McAllister, Breck P., Price Control by Law in the 
United States in Price Discrimination and Price Cut- 
ting, 4 Law and Contemporary Problems, pp. 274-S. 
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yield a sufficient amount to pay operat- 
ing expenses plus an amount of profit 
sufficient to produce a fair rate of re- 
turn. Since profit in most cases consti- 
tutes but a small proportion of the total 
amount yielded by sales of gas, electric- 
ity, or transportation, the total costs of 
producing the services tend to become 
dominant in every rate structure. 

In these cases the profit factor in the 
picture represents merely a concession 
to the principle of private operation. If 
the industry were socialized, the rates 
might well be made on the basis of re- 
turning only total costs. 

The foregoing is not, however, to be 
taken to imply that any particular rate 
is determined by cost. It is entirely pos- 
sible that the cost of a particular utility 
company service may be so high that it 
cannot be sold at a price sufficient to 
recover even the costs directly attribut- 
able to it at the particular time, to say 
nothing of any overhead expenses. If 
the service is to be provided, however, 
that part of the expenses involved which 
is not recoverable will have to be ab- 
sorbed by the other services if the busi- 
ness of the company as a whole is to re- 
cover its total costs. 

In utilities and transportation the 
development of cost analysis for the 
purpose of assisting in the determination 
of particular rates or prices as between 
different geographical areas, commodi- 
ties, or services and the like has been 
slow. The limits of its utilization in this 
connection quite possibly have not yet 
been reached. In the transportation 
field some attention to this type of 
analysis was given quite early. In 1888, 
for example, Prof. H. C. Adams, in 
charge of the accounting work of the 
Interstate Commerce Commission, de- 
clared that “The question which arises 
in connection with apportionment of ex- 
penses between passenger and freight 


service is one which cannot be deter- 
mined with such confidence. One point 
only respecting it lies beyond the limit 
of reasonable controversy, and that is 
that such apportionment must in some 
manner be made. Not only is this de- 
manded in the interest of comparative 
statistics, but it is of great importance 
for an intelligent judgment on relative 
freight and passenger charges. . . . There 
is, of course, no difference of opinion, so 
far as the expenses ‘naturally chargeable 
to either freight or passenger traffic’ is 
concerned. The difficulty arises in con- 
nection with such expenses’as cannot be 
so apportioned. For example, how can it 
be determined what proportion of the 
cost of maintaining a road-bed in good 
order is chargeable to freight revenue?’ 

Subsequently, it may be noted, Pro- 
fessor Adams became very much oppos- 
ed to all efforts to find the costs of the 
services rendered the public and in his 
work on American Railway Accounting 
he refers to the pernicioustinfluences of 
the cost theory of rates. 

But the cost concept would not down. 
A statistical system of rate making was 
apparently developed by the Wisconsin 
Commission after 1905 which involved 
separations of expenses between termi- 
nal and line haul movement as well as 
between the freight and passenger serv- 
ices.t About 1913 the western and south- 
western roads devised the so-called Okla- 
homa cost formula for the purpose of 
determining the cost of railway services 
in rate litigation. It was used in the 
Oklahoma rate case® and also in the 
Arkansas rate case® and others. This 


§ First Annual Report on the Statistics of Railways 
in the United States, I.C.C., 1888, p. 18. 

4 National Association of Railway Commissioners, 
Proceedings, 1907, p. 103 ff., and 1910, pp. 1865 ff. 

5 M., K. & T., et al. v. Love. U.S.D.C. for Western 
District of Oklahoma (not reported). 

6 Boyle v. St. Louis and San Francisco Railroad, 222 
Fed. 537. 


64 


THE FOURNAL OF MARKETING 





formula provided for the apportionment 
of expenses between the states, between 
freight and passenger, between terminal 
and line services, and between inter- and 
intra-state traffic. In 1914, the Inter- 
state Commerce Commission issued an 
opinion and order after hearing requiring 
all Class I carriers to assign and appor- 
tion all operating expenses between 
freight and passenger services. With 
various modifications this has been con- 
tinued down to the present day. 

The first and only general govern- 
mental use of cost and cost analysis for 
price making came with our entry into 
the World War. Initially the Price Fix- 
ing Committee began for the purpose of 
protecting the government in the prices 
at which it purchased but soon found it- 
self compelled to protect the public also.’ 

The Council of National Defense in its 
announcement of the creation of the 
Price Fixing Committee on March 1g, 
1938, stated: 


“Prices will not be made until after costs 
have been passed upon by the Federal Trade 
Commission. With costs as a basis, the price 
fixing committee will than consider prob- 
lems of production and distribution before 
arriving at its decision.’’® 


The prices fixed by the Price Fixing 
Committee were maximum prices, the 
important thing being to obtain the 
production necessary to our war time 
requirements. As a result, the bulk like 
cost formula’ was developed by the 
Federal Trade Commission" in the cost 


7 F. W. Taussig, Q. J. E., Feb. 1919 quoted in, Garrett 
Lubin and Stewart, Government Control over Prices, 
W.I.B. Price Bulletin, No. 3, p. 238. 

8 Op. cit., W. I. B. Price Bulletin, No. 3, p. 243. 

9 The first discussion of this method for determining 
industry costs appeared in Francis Walker’s study of 
the German coal industry in 1904. Cf. Monopolistic 
Combinations in the German Coal Industry, Proceed- 
ings of the American Economic Association, 1904, pp. 
156-8. 

10 Dr. Walker, then and now Chief Economist of the 


findings submitted by it to the Price 
Fixing Committee. This method con- 
sisted of summarizing the costs in such 
a manner as to present the variations by 
companies for each product from low to 
high with the percentages of the total 
output made by each company. This 
showed instantly what the “marginal 
cost” (or highest necessary cost) would 
be for various percentages of the prod- 
uct. This general method was used 
from the beginning by the Federal 
Trade Commission in summarizing costs 
for iron and steel and numerous other 
commodities.” 

On August 21, 1917, the then Presi- 
dent of the United States fixed a sched- 
ule of prices for all the bituminous coal 
in the country f.o.b. mine basis, for 
tons of 2,000 pounds, the prices fixed 
varying according to the district. These 
prices were determined after an analysis 
of the Federal Trade Commission’s cost 
figures at the White House. They were, 
according to the statement of the Presi- 
dent, “based upon the actual cost of 
production.””? Subsequently the coal 
prices fixed by the Fuel Administration 
were based upon a scientific analysis of 
costs conducted by a special committee 
of three engineers appointed by the Fuel 
Administration. This committee recom- 
mended the bulk line cost method used 
by the Federal Trade Commission in its 
analysis of various commodities for the 
Price Fixing Committee. After careful 
study, this method was finally adopted 
by the Fuel Administration.” 

The Food Control Act did not specifi- 
cally empower the fixing of prices. Price 
control by the Food Administration, 
therefore, came from a requirement that 





Trade Commission, was in general charge of its war 
time cost finding activities. 

11 F.T.C. Report on War Time Profits and Costs on 
the Steel Industry. 21. 

12 Op. cit., W.1.B., No. 3, p. 167. 

13 Tbid., pp. 180-182. 
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licensees dealing in foods should not 
receive more than a reasonable margin 
of profit. The general policy as de- 
veloped by that agency required, among 
other things, that dealers’ margins be 
figured upon the cost of the commodity 
and not upon either a market or a re- 
placement basis. This, provision was fre- 
quently termed the cost basis rule." 

These illustrations of war time price 
control may be taken to indicate that 
in emergencies government is likely to 
rely extensively on cost as the basic 
factor in price fixing. 

The tendency for government to use 
a cost basis for prices is further illus- 
trated by our most recent pricing legis- 
lation, the Bituminous Coa] Act and 
the Robinson-Patman Act. Under the 
former the district board of each coal 
area is required to propose minimum 
prices for coal. The said prices are to 
yield a return per net ton equal as nearly 
as may be to the weighted average of 
the total costs per net ton of the ton- 
nage of that area. The act further speci- 
fies that the computation of the total 
costs shall include the cost of labor, 
supplies, power, taxes, insurance, work- 
men’s compensation, royalties, deprecia- 
tion, and depletion, and all other direct 
expenses of production, coal operators’ 
association dues, district board assess- 
ments, and reasonable costs of selling 
and the cost of administration. The 
Commission is authorized to approve, 
disapprove, or modify such proposed 
minimum prices under specified condi- 
tions. 
_ The difference in the concepts of cost 
for pricing purposes contained in this 
statute and those used for price fixing 
during the war emergency period are 
interesting. In the war period quantita- 
tive considerations were uppermost in 
importance. Bulk line costs were there- 

* Op. cit., W.I.B., No. 3, pp. 50-51. 


fore used to induce maximum produc- 
tion. With the recent constantly increas- 
ing pressure of competitive fuels and 
energies, bulk line cost for pricing coal 
would scarcely be appropriate to present 
conditions. Instead, the weighted aver- 
age cost is to be used as the basis for 
minimum prices in the new statute. For 
maximum prices, however, the act ap- 
parently reverts, at least partially, to 
the public interest industry concept of 
fair or reasonable rate of return. When 
in the public interest the Commission 
deems it necessary to establish maximum 
prices for coal in order to protect the 
consumer against unreasonably high 
prices, these maxima are to be estab- 
lished at a uniform increase above the 
minimum prices in effect in the district 
at that time. In the aggregate, the maxi- 
mum price is required to yield a reason- 
able return above the weighted average 
total cost of the district with the provi- 
sion that no maximum price shall be 
established for any mine which shall 
not yield a fair return on a fair value of 
the property. 

In the Robinson-Patman Act we have 
another legislative attempt to apply the 
cost standard to price, not in the form 
of fixing prices as such, but in attempt- 
ing to define the standards to be used. 
This statute, which applies to the sale 
of practically all physical commodities, 
declares in effect that differences in 
prices not based upon differences in 
costs are discriminatory and unlawful. 
The basic theory here is closely related 
to the question of fair and unfair com- 
petition. The more or less continuous 
history of the use of discriminatory 
prices for the purpose of eliminating 
competition led to the conclusion that 
such prices were unfair and should be 
prohibited. Some even went to the ex- 
treme of demanding a one-price system. 
Another angle of approach was that, 
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after all, fair competition was one of 
efficiency in the production and market- 
ing of commodities; prices not conform- 
ing thereto were probably unfair and 
discriminatory. Costs, despite their de- 
fects, afforded, on the whole, the best 
available, as well as the most impartial, 
test of producing, selling, and marketing 
efficiency. Unless there are recognizable 
differences of producing or selling costs 
in dealing with different customers, 
therefore, the prices made to them 
should be equal. 

“To enthrone cost as the governor of 
the bargaining process is to change the 
character of business enterprise,” writes 
one well known economist. To a cer- 
tain extent this is to put the cart before 
the horse. It is the changing character of 
business enterprise which is largely re- 
sponsible for the development and in- 
creasing utilization of costs as a basis for 
price. Essentially this change in the char- 
acter of business enterprise is a change 
in the character of competition. As an- 
other economist somewhat mournfully 
observes, ‘ ‘perfect competition itself no 
longer survives in a number of indus- 
tries. "* 

Historically, any evidence of the 
utopian state of theoretically perfect 
competition is sadly lacking. Instead, 
there is every indication that our 
so-called competitive system always 
creaked along accompanied by an in- 
finite multitude of highly non-competi- 
tive practices. This is demonstrated by 
the numerous early English statutes and 
decisions involving regrating, forestal- 
ling monopolization and other similar 
practices.’ The situation as it actually 
existed over 150 years ago is presumably 
well indicated by Adam Smith’s classic 

4% Walton Hamilton, Cost as a Standard for Price, 


4 Law and Contemporary Problems, p. 333. 


6 Arthur Burns, The Decline of Competition, p. 9. 
7 Franklin D. Jones, The Historical Development of 
the Law of Business Competition. 


reference to the conspiracies against the 
public resulting from the meetings of 
business men. 

Despite the implications of various 
recent writing on the subject, therefore, 
it may be questioned whether competi- 
tion is any less perfect today than 
formerly. However this may be, the 
competition of today has exhibited cer- 
tain striking changes in the conduct of 
business enterprises and _ particularly 
price making, the end of which is not 
yet in sight. 

The history of business enterprise is a 
record of its attempts to escape the 
severity of price competition. Originally 
the imperfections of this price competi- 
tion arose from outright agreements, 
combinations, consolidations and the 
like, designed primarily to reduce and 
in some cases to eliminate it. Although 
these practices still continue to a degree, 
the law and its enforcement in this 
country has largely checked these de- 
velopments. 

As such arrangements became more 
and more impracticable for legal and 
other reasons, there developed, as might 
have been anticipated, new methods of 
modifying the rigors of price competi- 
tion. To these chiefly the term “imper- 
fect or monopolistic competition” has 
been applied though the term is not 
intended to exclude the earlier and 
cruder methods. 

These later attempts to modify the 
severity of price competition were in 
large part the by-products of a rapidly 
improving producing and selling efh- 
ciency consciously striven for by thou- 
sands of alert and intelligent business 
men. In this they were aided and abetted 
by governmental agencies as well as 
state and private educational institu- 
tions. By the beginning of the present 
century a large proportion of business 
men had come to realize that one of, if 
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not the most important requisite for the 
successful conduct of business enterprise 
was knowledge, and the study of busi- 
ness began in deadly earnest. The 
Wharton School at the University of 
Pennsylvania was the first of a proces- 
sion of collegiate schools of business 
now found in every important uni- 
versity. Business curricula penetrated 
the smaller colleges and even trickled 
into the preparatory schools. Taylor 
Gantt Emerson and a host of other 
engineers with time study and job an- 
alysis appeared upon the scene. The 
Efficiency Society was founded. Busi- 
ness, industrial, and market research 
became the order of the day with sta- 
tistics as their tools. Individually and 
collectively industry embraced them all 
with open arms and an ever increasing 
tide of business information began to 
flood the nation. 

This vast mass of data continuously 
produced by industry, government, in- 
stitutional and private research has laid 
the foundation for radical changes in the 
price making policies. The business man 
ceased to be working as much in the 
dark as formerly in regard to supply, de- 
mand, and price. Instead, he gradually 
became equipped through his trade asso- 
ciation or otherwise with such tools as 
unit and dollar sales, plant capacities and 
capacities utilized, production, orders 
on hand, received, shipped, and unfilled, 
inventories and stocks, costs of produc- 
tion and the like sometimes for his in- 
dustry as a whole but frequently for his 
individual competitors. Through other 
public and private agencies there was 
gradually spread before him informa- 
tion on the national wealth and income, 
purchasing power, consumption, and 
standards of living, wages and employ- 
ment, wholesale and retail prices, in- 
dustrial productivity, and other similar 
and related data. 


These developments produced two 
theories of business conduct, each of 
which greatly increased the importance 
of cost analysis in price policies. The 
first was an industry theory of greater 
price stability and uniformity, or per- 
haps more accurately, less price vari- 
ability. The second was a theory of 
operating the industry in such a manner 
as to adapt the supply to the demand or 
production to the consumption. 

The first of these objectives was to be 
obtained either by the exchange of 
prices, the use of cost analysis, or both. 
In 1912, the New Competition of 
Arthur J. Eddy offered industry an 
open price formula. The plan was seized 
upon with enthusiasm and_ spread 
rapidly. By 1921, according to the Fed- 
eral Trade Commission, there were 150 
of these associations in operation.'® In 
many of these open price industries, cost 
analysis was regarded as equally funda- 
mental with the exchange of prices to 
the end of reducing price variability. it 
was, for example, an integral part of 
Eddy’s original open price plan. In none 
of them, in fact, could the best results be 
obtained by the exchange of bids or 
prices unless costs had been thoroughly 
studied and analyzed before bids were 
submitted or prices made. In various 
non-open price associations, cost an- 
alysis, either alone or in conjunction 
with the exchange of costs, was expected 
to yield similar results. Partly, at least, 
with this end in view, numerous in- 
dustries of both the open and non-open 
price reporting types prepared detailed 
cost manuals for their respective in- 
dustries. 

Any trade association or industry 
executive will probably argue that the 
worst kind of competition is uninformed 
or ignorant competition. Indeed it is 
sometimes claimed that prices in an in- 

18 F.T.C. Annual Report, 1922, p. 52. 
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dustry are made chiefly by those who 
have no costs or cost analysis to guide 
them. The Manual of Accounts of the 
Common Brick Manufacturers’ Associa- 
tion, for example, referred to “‘the small 
man who is not in a position to establish 
cost facts, and therefore is bad competi- 
tion to such an extent that nobody is 
able to make 6 per cent on his invest- 
ment.’’!® Prices will necessarily be made 
from time to time without much regard 
to cost, but there is a great difference 
between the price which is deliberately 
made below cost with a full knowledge 
of that fact and that made by an indi- 
vidual with no knowledge of whether it 
is below cost or not. 

In the modern theory of informed com- 
petition which is the imperfect com- 
petition of some writers, therefore, cost 
analysis becomes a means of reducing 
variability of prices by eliminating low 
prices, frequently resulting from igno- 
rance of costs. Whether this narrowing of 
the range of prices is economically desir- 
able or not depends upon various con- 
siderations. In so far as accurate cost 
analysis results in the individual hesitat- 
ing or refusing to cut prices on his own 
independent judgment, many, if not 
most, will agree that the result is eco- 
nomically defensible or even desirable. 

collateral effect is of importance in 
this connection. By revealing waste and 
inefficiency in existing operations, cost 
analysis may serve to reduce abnormally 
high prices as well as to increase ab- 
normally low ones. This is especially 
true wherever the cost data are ex- 
changed between companies in an in- 
dustry so that cost comparisons are 
possible. The lowest unit expense for 
each cost item then sets, as it were, a 
standard for other concerns in the in- 
dustry to equal or surpass. Industry 


19 F.T.C., Open Price Trade Associations, p. 175. 


averages serve these purposes in a quali- 
fied degree. 

Much more questionable, from the 
standpoint of the economist certainly, is 
the use of cost analysis for pricing as 
part of the policy of adapting supply to 
demand. As more information became 
available, manufacturers began to draw 
some definite and important conclusions 
regarding production, consumption, and 
price. 

In an address as early as 1913, the of- 
icial of a leading cement company said: 


Good judgment in regard to output will be 
far more substantial than even the best dis- 
tributing advantage and force which any 
company must have... It would behoove 
each one of us, and not just some of us to be 
cautious in not manufacturing and carrying 
in stock the capacity of a mill but to curtail 
according to what each may think is a 
normal condition and realizing that should 
he continue to violate the eleventh com- 
mandment, he will force others into the 
same position.”° 


The eleventh commandment was, it 
appears, ““Thou shalt not be a hog.” 

‘““ |. .1if your company is run as ours,” 
writes One cement manufacturer to an- 
other, “‘we find it much sounder to regu- 
late manufacturing in relation to our 
demand. There always has been a great 
temptation to run mills full and I do 
not believe it is to the interest of public 
policy to do it. 

““,. As far as I am concerned, I ex- 
pect to continue in this business as | 
always have, in trying to regulate supply 
and demand as far as this individual 
company is concerned.” 


20 Record, Cement Manufacturers Protective Associa- 
tion v. U.S., Supreme Court of U.S.,Vol. II, p. 709. 

21 Morron, ibid., Vol. 1., p. 337. Itis of interest to note 
that Mr. Morron in his speech did not consider it neces- 
sary to tell his audience what the eleventh command- 
ment was. Apparently they knew or, at least, Mr. 


Morron thought they did. 
22 [bid., p. 715. 
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Again, in the flour milling industry in 
the middle 1920’s we read statements 
like the following: 


When one stops to think of it, this striving 
for full-time operation is pretty much the 
cause and root of all the many and varied 
ills that have affected the business for many 
years.” 

The trouble was...that many millers 
tried to get more than their share, purely 
from selfishness. ... Until all millers recog- 
nized that there was not enough business 
to go around based on a full run, very little 
would be accomplished.™ 

The effort to secure the volume necessary 
for low manufacturing costs sets up a con- 
stantly increasing competition...It has 
produced a tendency to sell socalled excess 
production, that is, production above the 
amount necessary to cover overhead, at 
prices below normal price levels.” 


The original Southern Pine Parometer 
portrayed a bulb out of which extended 
three perpendicular tubes, the first des- 
ignated orders, the second, production, 
and the third, shipments. At the center 
of the barometer on the outside of the 
tubes were two horizontal lines marked 
“base.” In the upper left hand corner 
just outside of the order tube appeared 
these words “market advancing.” Di- 
rectly across from it in the upper right 
hand corner and just outside the ship- 
ment tube appeared the legend “increase 
production.”’ Below the base line in the 
corresponding lower left and right hand 
corners next to the order and shipment 
tubes respectively appeared the legends 
“market declining” and “‘decrease pro- 
duction.” 

3 Editorial, Northwestern Miller, Jan. 2, 1924, p. 56. 

** Account of Millers Special Meeting, Northwestern 
Miller, Jan. 16, 1924. Italics mine. 

** New and Old Aspects of Distribution Costs, Ad- 
dress of Sydney Anderson, then President of the Millers 
National Federation before the Distribution Group, 
Annual meeting of the Chamber of Commerce of the 


United States, Northwestern Miller, May 27, 1925, p. 
867. 


The barometer was stated to “indicate 
percentage of Orders or Shipments above 
or below Production.” Another legend 
under the picture of the barometer read 
as follows: ‘““Whenever Shipments or 
Orders are below Production experience 
indicates an Overproduction, with con- 
sequent, lowering of values. 

“Experience indicates that whenever 
Shipments or Orders are above Produc- 
tion values increase, provided Produc- 
tion does not increase at a greater ratio 
than Shipments and Orders.’’* 

The barometer sheet also showed the 
figures upon which the barometer was 
based and percentage relationships of 
production, orders and shipments. 

In putting into practical operation 
such theories of adapting supply to de- 
mand, cost analysis becomes a primary 
essential for pricing. Extracts from the 
discussions of the milling industry ex- 
plain the process. 


...In the milling industry we are at- 
tempting to meet this problem, in part at 
least, by promoting the policy on the part 
of our members of basing costs upon a 
normal or base line percentage of capacity 
predicated upon past experience. ... We are 
attempting to avoid... the effect of the 
constant tendency to ignore costs altogether 
or in part, or to base prices on expected 
volume or hoped for volume rather than 
upon what has been the actual experience in 
the industry.?? 

...It should be incumbent upon every 
individual miller and corporation ... to 
carefully and accurately arrive at the cost 
of producing a barrel of flour, such cost not 
to be premised on eighty, ninety, or one 
hundred per cent operation but upon the 
quantity of flour his capacity should turn 
out annually when related to total capacity 
for making flour, and this in turn related to 


26 Facsimile of Bulletin, week ended November 29, 
1915, F.T.C. Report Lumber Manufacturers Trade 
Associations inserted after p. 60. 

27 Op. cit., Sydney Anderson, Northwestern Miller, 
May 27, 1925. 
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the quantity that can be profitably mar- 
keted. 

...If, however, we are willing to actu- 
ally determine our costs on an output not 
exceeding 40 per cent of capacity ...a 
great many of the mass of details that in the 
past have worried us will solve them- 
selves.”8 


The foregoing sketch suggests the in- 
creasingly important role of cost an- 
alysis. Cost plus an amount sufficient to 
yield a fair rate of return on a fair value 
of the investment has become a rather 
general standard in the transportation 
and utility fields as also in the extension 
of price regulation to the natural resource 
industries and for all industry where 
subjected to governmental control. 


28 Account of Chicago Meeting, Millers National 
Federation, Northwestern Miller, April 22, 1925, pp. 
330-331. 


Business and industry in endeavoring 
to reduce price variability and to adapt 
the supply to the demand tend to rely 
in an increasing degree on cost informa- 
tion as means to those ends. Rightly or 
wrongly, it is scarcely too much to say 
that they have come to regard cost 
analysis as fundamental to their price 
and marketing policies under modern 
conditions. 

Broadly speaking, price flexibility 
must rest upon flexibility of the many 
elements involved in the price structure. 
If, as many think, group and social 
action is gradually moving our entire 
economic process away from these con- 
cepts and establishing greater rigidities, 
it seems reasonable to believe that cost 
analysis will continue to play an increas- 
ingly important part in price determina- 
tion. 











DIFFERENTIAL SELLING COSTS IN RELA- 
TION TO WHOLESALE PRICES* 


DONALD R. G. COWAN 
Swift and Company 


OR many years the emphasis of 

American business upon the attain- 
ment of large volume has caused indus- 
trial accountants to compile totals of 
volume, expenses and gross profits, and 
to derive expense and profit rates per 
sales dollar. Recently, however, the costs 
of getting additional business, and of 
maintaining portions of present sales 
volume, are being more carefully com- 
pared with prices and earnings. In mar- 
keting, the earning power of particular 
salesmen, advertisements, and delivery 
trucks are under scrutiny. This tendency 
is very desirable because competition, 
before and during the depression, led 
many firms to overextend their sales 
coverage of different sizes and types of 
dealers and to multiply the various serv- 
ices performed. It was argued that one 
more call may be made, one more order 
recorded, and one more delivery com- 
pleted with the present personnel and 
equipment without additional expense, 
and therefore, the new business obtained 
is profitable. Viewed more broadly, how- 
ever, this additional effort has often 
been unprofitable. Somehow, the possi- 
bility of increasing profit by reducing 
solicitation expense, without a corre- 
sponding reduction in volume and earn- 
ings has generally been overlooked. 

The services rendered by railways pro- 
vide an object lesson in management. 
When a train fails consistently to earn 
enough to pay trainmen’s wages, coal, 
oil, and other direct operating costs, it is 
taken otf the run, because it contributes 


* Address before the American Marketing Associa- 
tion, Atlantic City, N.J., December 1937. 


nothing toward maintenance, overhead, 
or profit. Similarly, the gross profit for 
a reasonable period on sales to certain 
classes of retail customers may fail to 
pay at least the expense of soliciting the 
business, delivering the orders, extend- 
ing credit, and recording the transac- 
tions in the books. The business is un- 
profitable because it contributes nothing 
toward overhead expenses such as rent, 
light, heat, refrigeration, general super- 
vision, and certainly nothing to net 
profits. The importance of this situation 
from the standpoint of good manage- 
ment and pricing seems to be generally 
overlooked. 

Accountants may aid sales executives 
in deciding what sizes and types of 
customers, orders, methods of delivery, 
and the like are profitable and unprofit- 
able. The problem is a simple one of 
comparing the actual cost with earnings 
on different portions of the business in 
representative areas. The period covered 
depends on frequency of purchases by 
customers—a week or month for con- 
venience goods and as much as a year for 
industrial goods. Information, in more 
or less detail, may be collected accord- 
ing to the needs of the situation. We 
have made twelve thorough studies, and 
have supplemented them with simple 
approximations in many other areas in 
the United States and Canada. 

The actual steps aim at determining 
as accurately as is practical: 

a. The out-of-pocket expense for sell- 
ing each dealer for the period in question. 

b. The gross profit on the sales to 
each dealer. 
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c. The profit or loss on each dealer 
as represented by the difference between 
earnings on business done and the out- 
of-pocket expenses of selling and serving 
him. 

At the outset, it is necessary to dis- 
tinguish clearly between the fixed or 
overhead expenses incurred on account 
of the existence of the business as a 
whole, and those directly related to each 
portion of the business under scrutiny. 
No matter whether the volume of a dis- 
tributing unit increases or decreases, 
fixed expenses such as rent, heat, light, 
and administration continue fairly con- 
stant except when a new building or 
extensive alterations are necessary. All 
the volume which contributes to the de- 
frayment of this fixed expense is desir- 
able. This contribution can only be made 
if particular orders earn more than the 
immediate out-of-pocket expenses of ob- 
taining them. 

Out-of-pocket expenses are those in- 
curred by the salesman and the delivery 
truck in calling on each dealer, the box- 
ing, wrapping paper and twine required 
for the order, and the bookkeeping of the 
transaction. These expenses vary di- 
rectly with the number of customers, the 
number of calls and deliveries made, and 
the size of the order. A moderate in- 
crease or decrease in volume will be 
accompanied by a corresponding change 
in the variable expense. 

This distinction is essential in making 
the study correctly and simplifies it by 
requiring coliection only of variable or 
out-of-pocket expenses and their com- 
parison with earnings from different size 
orders or dealers. These expenses must 
be based upon the actual operations in- 
volved in serving different customers 
during the period. Usually, it is unsatis- 
factory to calculate the average out-of- 
pocket expense per order, regardless of 
its size, because large customers often 
require more frequent calls and de- 


liveries, even though these may not be 
proportionate to their greater purchases. 
Cost differentials, thus obtained for pric- 
ing purposes, will be less favorable to 
small buyers. 

A simple record of the services ren- 
dered to different dealers may easily be 
made by furnishing a form upon which 
to record daily interviews and telephone 
calls made in soliciting each dealer. A 
similar record may be made of deliveries, 
invoices made out and recorded, items 
sold, and credit extended. Some sales 
managers already have such information 
available. The total number of calls, de- 
liveries, invoices and the like may be 
divided into the corresponding expenses 
taken from ordinary accounting records 
in order to provide expenses per inter- 
view, per delivery, and so on. Thus ob- 
tained, the unit expenses for several 
salesmen in one territory are shown in 
the first column, Table I. By multiplying 
these expenses by the number of calls, 
deliveries, invoices, and the like, for the 
different buyers, the total expense of 
transacting business with each of them 
is provided. Table I, columns two and 


TaBLeE I. Summary oF ExPENSES FOR SERVING 
Joun Situ 


Cost Per No.of Total 


Init of Service “<F “SH . 
Unit of Service Unit Units Expense 


Delivery 17 6.0 1.02 


Delivery cwt. .09 2.9 .26 
Salesmen’s Salaries & Travel  .36 2.0 72 
Salesmen’s Telephone Calls .O7 Ce 21 
Cooler Salesmen Salaries 19 0.0 
Cooler Salesmen Telephone 
Calls .10 1.0 .10 
Invoice Distribution .OI 20.0 .20 
Order Taking .03 2.0 .06 
Bookkeeping Ol 8.0 .08 
Telephone Expense .O1 1.0 .Ol 
Office Sales .02 0.0 .00 
Auto Depreciation & Insurance .03 3.0 09 
Claim Ol 3.0 .03 
2.78 
Total Gross Profit 3.12 


Net Profit - 34 
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three, illustrates the method for dealer 
John Smith. 

Next, the weekly volume sold to each 
buyer and the earnings on it should be 
obtained. If not available in existing 
records, this information may be calcu- 
lated by sorting together copies of in- 
voices for each customer, costing the 
items of product on them, and totalling 
the physical volume, its costs and sales 
value, and the gross earnings. For in- 
stance; dealer John Smith was sold 285 
pounds during the period and the gross 
profits were $3.12, the out-of-pocket ex- 
penses, $2.78, and the net profit $.34.! 

By grouping the customers according 
to size, some very significant compari- 
sons may be made of the volume, gross 
profits, and variable expenses. Table II 
provides illustrative data for three city 
sales departments: 


TaBLe IJ. ProriraBLE AND UNPROFITABLE CUSTOMERS 
Turee City Sates DEPARTMENTS, COMBINED 
One WERK, 1937 











Customers = Cont Per Cent Gross Vareante Net 
. otal Ex- 
Buying Total Profit Profi 
Pounds Cus. Volume Cut. Pénses wt 
tomers ° Cwt. c 
(*) 

I- 25 9.9 -4 1.77 4-35 —2.58 
26-50 «:10.3 1.2 1.44 2.37 — .93 
§sI- 100 14.0 3.8 8.95 1.98 = 28 
IOI- 150 9.0 3-3 1.22 1.46 — .24 
IsI- 200 6.6 3-4 I.1§ 1.19 — .0%4 
20I- 250 5.3 4.4 8.07 4.06 Ol 
25I- $00 14.4 <4 s.08 .82 22 
§OCI- 1000-7992 18.5 -94 .56 38 
IOO0I-I0000_-—Cs«#6.. 1 42.5 35 .28 Ps 
10000-Over 2 8.9 -43 15 .28 





* 15.0% unsuccessfully solicited. 


_ From the management point of view, 
it may be observed that 15 per cent of 
the dealers were unsuccessfully solicited 
and an additional 50 per cent bought 
only 11 per cent of the total volume and 

* Donald R. G. Cowan, “Differential Selling Costs in 
Relation to Wholesale Prices,” Advertising & Selling, 


January 1938, pp. 50 to $2. This article contains the com- 
plete description and results of one study. 


were decidedly unprofitable. The high 
rate of expense of serving them is due 
to the disparity between the volume ob- 
tained on large and small buyers and the 
various kinds of effort expended upon 
them. Buyers of over 100 pounds weekly 
average more than 20 times the volume 
of those buying less than 100 pounds, 
but are given less than twice as many 
interviews and telephone calls and only 
three times as many deliveries. Thor- 
ough analyses of salesmen’s time are 
even more revealing.? Such records of 
actual sales operations are invaluable in 
showing the real costs to which salaries 
and other payments must be applied in 
the calculation of expenses, and in which 
correction of unprofitable practices must 
be made. 

It will be observed that gross earnings 
on sales to small buyers are above aver- 
age. This is partly due to the higher 
prices charged and partly to the higher 
proportion of long margin products sold 
to certain types of neighborhood stores. 
Notwithstanding this, the direct ex- 
penses exceed the gross earnings from 
all dealers who buy less than 200 pounds 
weekly. Furthermore, the rate of ex- 
pense declines more rapidly than that of 
earnings, with the result that dealers 
buying over 200 pounds weekly yield a 
profit in excess of expenses directly in- 
curred upon them. Far from discrim- 
inating against small dealers, it appears 
that they are subsidized. To be more 
closely aligned to expense, prices charged 
to small buyers would need to be in- 
creased. This is significant in view of 
recent legislation. 

Retailers remain small in size because 
of poor locations, weak management, 
and lack of capital. The belief that they 
usually grow in size is not well founded 
although it has often caused a continu- 
ance of unproductive expenditures in 


? Donald R. G. Cowan, Sales Analysis from the Man- 
agement Standpoint (Chicago 1938), Chapter VII, p. 130. 
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serving them. Many other retailers are 
being given too lavish attention. 

In carrying out a practical program of 
adjusting frequency of solicitation and 
deliveries, the potential business of each 
dealer should serve as a guide. The sales 
managers will undoubtedly find it neces- 
sary to consolidate salesmen’s areas and 
reroute delivery trucks in fully carrying 
out the adjustment. Under some circum- 
stances less expensive selling and de- 
livery methods may be developed with 
the cooperation of customers. Other op- 
portunities fc: improvement may be 
found by further studies of the profits or 
losses involved in serving types of deal- 
ers such as chains and independents, 
grocery and meat stores, and so forth. 
On different salesmen’s routes, the sizes 
and types of customers vary widely and 
in this study, unprofitable customers 
ranged from 5 per cent to nearly 70 per 
cent of each route’s total. This may be 
remedied, in part, by the salesmen them- 
selves. Ordinarily a salesman thinks of 
his performance in terms of orders, 
rather than a week’s or month’s sales to 
a customer, and he must be convinced 
that profits on his route may be improved 
by eliminating unprofitable orders. 

On an order basis, cost studies are 
more difficult to make because of the 
rather erratic variations in the effort of 
obtaining many orders. This often neces- 
sitates the arbitrary allocation of ex- 
penses. Nevertheless, such studies as in 
Table III may show that 30 per cent of 
the orders are unprofitable and account 
for 4 per cent of the volume. At the 
other extreme, I1 per cent of the orders 
may contain over two-thirds of the total 
volume. The importance of correcting 
this situation by obtaining larger orders 
or selling high margin products may be 
impressed upon each salesman by asking 
him to calculate his own expense per call 
and to add to this an average expense 
per delivery and per bookkeeping entry. 


This knowledge makes him more willing 
to accept a minimum order rule when it 
is deemed necessary and more able to 
explain its desirability to customers. 
When properly applied, such a rule may 
cause volume to increase, and the calibre 
of the selling job to be improved. 


Tas e III. ProriraBLe AND UNPROFITABLE ORDERS 
One City Sates Department Typicat WEEK, 











1937 

Weights Per Per Gross Variable Net 
d Cent Cent Profit Expense Profit 

pe Total Total Per Per Per 
Order Volume Cuwt. Cwt. Cut. 
I- 10 9.7 6 1.79 3-92 —2.13 
II— 25 21.1 9 1.46 1.83. — .37 
26- 50 23.9 7.8 s.42 4.489 .08 
51-100 20.8 4.3 1.14 Pe | 42 
101-200 13.2% 16.7 -97 -47 . 50 
201-500 8.5 $3.4 88 gt ey 
sor&Over 2.8 36.0 .56 .16 . 40 





An important difficulty frequently en- 
countered in minimizing the losses on 
small orders and small dealer business is 
the effect it may have upon the sales of 
certain products. A single product in the 
line may sell in large proportions to small 
types of dealers and any adjustment in 
the service rendered to them may injuri- 
ously affect the product’s sales. It 
should be clear, too, that some products 
cost more to sell than others because 
they are sold through different retail 
outlets, in different quantities, at dif- 
ferent frequencies, and jointly with 
others to a varying extent. By proper 
analysis, product selling expenses may 
be determined and compared with the 
corresponding gross earnings for the 
purpose of revealing the real profits or 
losses associated with selling different 
groups of products. 

It is worthwhile to consider briefly the 
methods used and the results obtained 
in a product cost analysis in twenty-four 
widely separated food wholesalers. Col- 
lection and mechanical tabulation of the 
necessary information indicated that 
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many expenses belong entirely to each 
product while others may be logically 
divided on such bases as time, space, 
volume, and value. The division of 
salesmen’s time was difficult and impor- 
tant because it gave effect to the 
quantities and combinations of various 
products sold to different classes of re- 
tailers. Although nearly the same time 
and expenses were required in selling an 
item of each product, there were extreme 
variations in volume per item and per 
interview as shown in Table IV, which 
were clearly related to product expenses 
as finally determined. 

Taste IV. Propucr Expense, Votume Per Irem, 


VotumE PER INTERVIEW AND PERCENTAGES 
SoL_p To SMALL DEALERS 











Ranked Volume* Volume Percentage . 

Product Per re” to Small Product 

Groups Item = Interview Buyers Expense 
Eavinietwene: “ian 150 3 65 
ee 178 219 I 79 
_Serreere rT ae 1S 3 64 
Ditctecsane) See 109 2 81 
Re caea a iis 77 82 3 89 
MONG oe as 63 56 8 121 
_ ree 52 56 3 98 
EERE $2 56 6 110 
eee 15 21 II 193 





* Expressed as percentage of average for all products. 


There are three reasons for believing 
that differential selling costs for these 
products are reliable: (1) Nearly the 
same expenses were obtained by combin- 
ing the products sold at each of 353 
wholesale units into three major groups 
and utilizing multiple correlation meth- 
ods to determine the effect of their 
varying proportions upon expense. (2) 
Four years later, the cost accounting 
study was repeated in 12 additional 
wholesale units and yielded approxi- 
mately the same results after due al- 
lowance for changes in the relative 
importance of some products. (3) Gross 
earnings for each product, established 
competitively on each of the product- 


groups, varied above or below average 
earnings in approximately the same de- 
gree as the corresponding selling ex- 
penses vary around average expense. 

Besides their aid in sales management, 
these studies suggest many interesting 
points regarding the relationship of dif- 
ferential selling costs to wholesale prices. 

As the facts become known, the 
chronic losses incurred by wholesalers 
in selling small buyers will be remedied 
not only by reducing the effort spent 
upon them, but also by charging them 
prices in closer proportion to expenses 
incurred. Some wholesalers will cease to 
sell them, while others will seek higher 
prices from them. This may result in a 
tendency for small dealers to decline 
numerically. 

2. Cost differentials vary between 
areas, and the application of uniform 
price differentials based on average costs, 
may not correspond to local expense or 
competitive situations. 

3. The analysis of product selling 
costs is likely to bring about more rea- 
sonable pricing of the various members 
of a family of products sold by a firm 
and its units. Orthodox accounting 
methods have erroneously led sales exec- 
utives to believe that average expenses 
apply uniformly to all products. If 
this assumption were true, large volume 
products might appear very unprofitable 
because their gross profits per unit are 
usually considerably less than their 
average wholesale expense. On other 
products, gross profits may be 200 to 
300 per cent of average expenses. Hence, 
if average expenses represent the true 
cost of marketing each product, firms 
specializing in some products would soon 
fail and gross profits would rise. Con- 
versely, competition would reduce the 
wider gross profits on other products. On 
many products these tendencies cannot 
be detected and therefore, the competi- 
tion of specialists and others must in 
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the long run, establish, rather than 
equalize, the different product gross 
margins in recognition of expense dif- 
ferentials. It should not be assumed, 
however, that gross earnings or margins 
are dependable measures of the expenses 
of distributing the different products. 
The shorter the period under considera- 
tion, the more demand causes those 
margins to fluctuate above or below the 
actual selling cost of each product. The 
extent of these fluctuations depends, 
also, on the proportion of variable ex- 
pense in the total expenses of selling 
each product. Where this proportion is 
high, a sales manager should be less will- 
ing to reduce prices in order to gain 
sales. 

4. While the prices and margins 
charged for serving small buyers are 
greater than for large buyers, it does not 
follow that the quantity-price differ- 
entials should apply uniformly to all 
products sold by a firm. Partly because 
of the influence of specialists, partly be- 
cause of the desire to treat buyers of 
like quantities equally, and partly be- 
cause each product has its own distribu- 
tion pattern, there is a tendency to set 
up standard price differentials on each 
product. This creates a dilemma in the 
marketing of a large family of products, 
not fully appreciated. Suppose an order 
is obtained for 400 pounds, consisting of 
eight products of s0 pounds each. If 
quantity price differentials apply only 
to individual products and only to more 
than 50 pounds of each, the customer 
would be entitled to no discount what- 
soever. He would pay the same price as 
another customer buying a single item 
of 50 pounds. Yet it is obvious that a 50 
pound order requires a much higher rate 
of expense than a 400 pound order. 
Consequently, two things happen: (1) 
There is unfair discrimination against 
large buyers in favor of small buyers. (2) 


The organization selling a wide line of 
products foregoes some of the economies 
of doing so and minimizes the advan- 
tages which these economies give to its 
customers and to it in competition with 
specialist producers. 

5. The task of setting wholesale 
prices in conformity with differential 
selling costs is difficult. Apart altogether 
from the effect of competition, the ques- 
tion arises, “What costs?” There is a 
wide variety of practices, for instance, 
in the buying of packing house products 
from wholesale distributing units. Re- 
tailers may place their order with regular 
salesmen and obtain deliveries in the 
distributor’s truck; they may call at the 
distributors warehouse and do their own 
delivering; they may call and the 
wholesalers may deliver; they may tele- 
phone their orders and have their 
orders delivered in the regular way or by 
their own truck; they may buy part of 
their requirements from route salesmen 
and part from the distributors ware- 
house; they may obtain shipment in car 
lots or less than car lot quantities; or 
they may buy from peddler trucks. 
These and other combinations of selling 
and delivery expenses tend to be con- 
sidered under pressure of shrewd _ pur- 
chasers. Car lot buyers may demand 
shipment direct from plant to their own 
establishment without any allowance in 
price for either the fixed or variable ex- 
pense of operating a manufacturer’s 
wholesale unit. Tendencies such as these 
bring about far-reaching changes in the 
marketing structure. It is necessary, 
therefore, to carry cost studies at least 
to the point of setting up the more usual 
expense combinations. Accountants and 
sales executives must work together in 
developing the market expense and other 
factors pertinent to the situation in each 
organization, so that pricing and selling 
practices may be improved. 








THE SOVEREIGN STATE TURNS BARKER 


C. A. KIRKPATRICK and G. B. BROWN 
Mississippi State College 


Eprror’s Nore: This article presents interesting facts 
concerning the public use of advertising. We have appre- 
ciated, of course, the governmental efforts to sell bonds and 
various other things. In fact, private advertising has 
learned something from these attempts. The magnitude of 
the public effort to develop an effective demand for vacation 
facilities, and incidentally to aid private resort owners by 
so doing, is perhaps new enough to be less generally real- 
ized. Possibly we get from this article some suggestion of 
the type of advertising which would persist even if private 
enterprise should completely disappear from any particu- 
lar field. 


Be 1r Enactep by the Senate and General 
Assembly of the State of New Fersey: 

There is hereby created a commission 
to be known as the “New Jersey Council,” 
to advertise the agricultural, educational, 
industrial, recreational and residential ad- 
vantages of the state of New Jersey.... 


HIS excerpt from an act passed by 
.e~ state of New Jersey is signifi- 
cant, not because New Jersey is adver- 
tising, but because it indicates a recent, 
wide-spread movement—state advertis- 
ing. During that well known year of 
1933 only three states advertised with 
state money, Maine, Vermont, and New 
Hampshire. The year just past saw over 
half the states spend approximately 
$2,000,000 conducting campaigns with 
state-appropriated money. 

What’s the explanation of all this? 
The reason for this growth is found 
mainly in the realization that tourists 
and visitors constitute, for states, “‘big 
business.” 

Who started the agitation that re- 
sulted in so many state advertising 
appropriations? Affected interests, of 
course, get the credit in many instances. 
In Pennsylvania it was the hotel asso- 
ciation; in Wisconsin the dairy interests 
had a hand; in other states the resort 


owners were instrumental; in some states 
the origin of the agitation cannot be 
traced. North Carolina’s budget is at- 
tributed to Irvin Cobb’s remark, “All 
North Carolina needs is a press agent.” 


Bic BusINEss 


Let’s take a glance at the size of this 
tourist business. Travel officials in New 
Mexico say: “During the year [1936] 
1,000,000 foreign licensed motor vehi- 
cles bearing more than 2,747,000 people 
entered New Mexico. Our visitors num- 
bered more than six times the popula- 
tion of the state. They remained for an 
average of four days and spent in excess 
of $22 each.” This $60,000,000 repre- 
sented the state’s leading cash industry. 

Western Advertising ranks the dollar 
income from business in the three Pacific 
Coast states for a recent year this way: 


Tourist Industry 
Petroleum Products 
Canned and Dried Fruits 
Lumber 

Citrus Fruits 


239 ,000, 000 
213,000,000 
155,000,000 
149,000,000 
75,000,000 


Business Week estimates that during 
1935 tourists spent $340,000,000 in the 
New England states. 

The New York Bureau of State 
Publicity judges that 6,600,000 tourists 
spent $400,000,000 in the state during 
1936. 

Data from the Florida sg <i of 
Agriculture and the U. S. Department 
of Commerce place Florida’s industries 
in these positions: 


Tourist Income 
Farm Crops 
Manufacturing 
Citrus Fruits 
Lumber 


$1 50,000,000 
135,000,000 
103,000,000 
53,000,000 
50,000,000 
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The All Year Club of Southern Cali- 
fornia is responsible for the statement 
that tourists account for one out of every 
five dollars spent in retail trade in south- 
ern California. 

While these figures give tourists and 
visitors the number one spot of im- 
portance, states do advertise for other 
business. Industries are the second size- 
able group to which states are issuing 
lavish invitations, mainly because of the 
state’s desire for more payrolls. Health 
seekers, property buyers, food buyers— 
these minor markets deserve only men- 
tion here. 

BuDGETS 


Annual budgets range from $1 to 
$250,000. Although Texas did spend 
$500,000 in 1936 promoting the state’s 
Centennial, this was a one-time proposi- 
tion. Incidentally, Texas was satisfied, 
because gasoline taxes for the first six 
months of 1936 exceeded 1935 taxes for 
the same period by $3,000,000. 

Many advertising managers may be 
shamed to learn that for the 1935-1937 
biennium Connecticut’s advertising com- 
mission operated on the huge sum of $1 
—and did a very good job. Commission 
members were not allowed even travel- 
ing expenses. Pictorial stamps were sold 
to manufacturers, merchants, and indi- 
viduals; special state road maps were 
sold; contributors to the advertising 
fund were issued Certificates of Coopera- 
tion. During the first year of the bien- 
nium over $26,000 was received. Now, 
of course, Connecticut has a healthy, 
state-appropriated fund. 

The actual appropriation figures ap- 
parently were just picked out of the 
air, the most common ones being $50,000, 
$100,000, and $150,000. 


ADMINISTRATION 


Two out of every three states which 
advertise have special commissions 


whose job it is to spend advertising 
dollars wisely and well. Membership, 
ranging from three to fifteen, is dom- 
inated by newspaper men, business 
leaders, and chamber of commerce exec- 
utives. Those states not having commis- 
sions turn the job over to some existing 
state official or department. The Wis- 
consin set-up is unique in that the Con- 
servation Department advertises for 
tourists while the Department of Agri- 
culture and Markets advertises dairy 
products. 

A great majority of the states use 
agencies, and, eventually, treat them as 
badly as or worse than other advertisers. 
Commissions complain that agencies 
have trouble getting the right slants, 
revisions in copy are made, and, in at 
least one case, an account was switched. 

The major job of whoever spends the 
money consists of locating markets, se- 
lecting media, shaping the message, and 
measuring results. Each of these will be 
treated separately. It may be wise here 
to mention miscellaneous work done in 
some instances. 

Some states spend money profitably 
within their own boundaries. Mississippi 
correctly figured that it should build up 
local pride and state spirit before invit- 
ing in outsiders. For this purpose, 20% 
of the total appropriation was ear- 
marked; this money went for production 
costs. Mississippi newspapers and radio 
stations gave space and time. New 
Mexico educates those who come into 
contact with visitors to the end that 
visits may be lengthened. Pennsylvania 
realizes that if intra-state motoring is 
increased gasoline tax receipts will in- 
crease. Connecticut works with any of 
its communities that must solve prob- 
lems before they are ready for tourists. 

The job of getting all possible pub- 
licity, both within and without the 
state, falls on the shoulders of the budget 
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administrators. News releases, feature 
stories, and pictures must be secured 
and circulated. In this connection, one 
state commission has found that: ““The 
amount of space given the feature stories 
of scenic attractions is often in propor- 
tion to the amount of advertising 
taken.” Mississippi’s director engi- 
neered over 1,000 Thanksgiving festivals 
all over the state; too, he planned and 
publicized Mississippi's leading the last 
American Legion parade in New York 
City. North Carolina’s administrators 
took 100 travel editors and executives 
on a fourteen day tour of the state. The 
Connecticut commission prepares arti- 
cles for the house organs of manufac- 
turers, insurance companies, and the 
like. 

What with supplying exhibits for 
fairs, promoting a “state products 
week,” conferring with representatives 
of motor clubs, railroads, and hotels, 
cooperating with the state industrial 
commission, pinch-hitting for the gov- 
ernor, and a score of other odd jobs, 
the man spending the state advertising 
money does not have a great amount of 
time to kill. 


MaARKETS—WHo AND WHERE 


A breakdown of the aggregate state 
advertising budget shows that states use 
about 75 cents of each dollar in luring 
tourists, about 15 cents in enticing in- 
dustry, and about Io cents in going after 
miscellaneous prospects. This third class 
consists of farmers, summer residents, 
winter residents, housewives, health 
seekers, and other groups. 

Wisconsin appropriates as much for 
its dairy industry as it does for getting 
tourists. Mississippi, with its “Balance 
Agriculture With Industry” program, 
spends about 85% of its funds on in- 


_ dustrial prospects. Tennessee, wanting 


both industry and visitors, decided to 


go after visitors the first year; then, it 
reasoned, when its resources and virtues 
were known, it could most profitably be- 
gin boosting industrial locations. There 
has been talk of a reduction in Tennes- 
see’s gasoline tax to increase tourist 
volume. 

Once states have decided that 90% of 
their funds will be spent in talking to 
tourists and industry, their next job is 
to locate these prospects. Naturally 
enough, it has been found that a state’s 
tourist market narrows as distance from 
that state increases. For this reason, the 
primary principle of tourist location is 
that a state’s best market consists of 
contiguous and near-by states. To this, 
western and southern states have added 
this not-too-important principle, that a 
secondary market, for them, lies in the 
heavily populated northeastern states. 

Oregon and New Mexico hunt visitors 
close at home, in the main; they do not, 
however, ignore Illinois and New York 
prospects. North Carolina has defined 
its tourist market as that area within a 
700 mile radius of its center. Vermont 
has found, by noting the home addresses 
of hotel and tourist home guests, that 
its visitors come from east of Detroit 
and north of Washington. Mississippi's 
resort hotels get 81% of their patronage 
from the territory within 300 miles of 
Chicago. 

Locating industrial prospects isn’t 
hard. States wanting industries are con- 
centrating their efforts on that north- 
eastern section of the country which con- 
tains most of the nation’s manufactur- 
ing. Special attention is being given to 
those industries using the state’s raw 
materials and to those which can operate 
on a decentralized basis. Mississippi, 
which spends a greater portion of its 
budget appealing to industry than any 
other state, has selected for its market 
those thirteen states in the northeast 
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which contain 72% of the nation’s in- 
dustrial payroll. 


MEDIA 


A budget breakdown, according to 
media, shows that the three leading 
classifications, together with their shares 
of the advertising dollar, are: 


Magazines 38% 
Newspapers 35% 
Direct Mail 13% 


The magazines used fall into two gen- 
eral classes: first, those whose readers 
have the money and time to travel, and, 
second, those whose readers are inter- 
ested in hunting, fishing, and other out- 
door hobbies. 

Just as magazines are used for class 
markets, newspapers are used for geo- 
graphical markets. New Hampshire, for 
instance, describes its winter attractions 
in six Boston newspapers and seven New 
York City papers. 

Direct mail funds provide folders, 
booklets, maps, tourist guides, and such 
for tourist use. These are sent individu- 
ally to inquirers and in bulk to chambers 
of commerce, travel agencies, automobile 
clubs, and ports of entry. Mississippi 
did start a direct mail campaign for in- 
dustries, but abruptly cancelled this 
plan when it was found, as was ex- 
pected, that more waste replies came in 
than did from advertisements in news- 
papers and magazines. 

Very small amounts of money have 
been spent in radio, posters, and painted 
boards, as states feel that these are not 
the most appropriate media for their 
stories. 

New Hampshire is quite well pleased 
with its monthly house organ, the New 
Hampshire Troubadour. This publica- 
tion, which accepts no paid advertising, 
is sent free to out-of-state prospects. 

Vermont, with its 16mm. films, and 
New Hampshire, with its 35mm. and 


16mm. films, are two states that circu- 
late movies through New York City and 
Chicago booking offices. 

In promoting its cheese and butter, 
Wisconsin had to go into packaging, 
wrapping, window and store display, 
menu blanks, and other merchandising 
aids. In a special St. Louis campaign on 
cheese a contest was conducted, and 200 
sandwich toasters were given away. 
Wisconsin is conspicuous for its use of 
women’s magazines. 

States are about evenly divided on 
whether or not all funds must be spent 
in out-of-state media. There are, with- 
out doubt, cases where the use of 
within-the-state media is not only legit- 
imate but clearly indicated. The ad- 
vertising set-ups in Pennsylvania and 
Oregon are closely tied in with the high- 
way departments, which means that 
these two states have within-the-state 
jobs. The more intra-state touring, the 
more the state collects in gasoline taxes. 
In North Carolina, the state Press Asso- 
ciation asked that no money be spent 
within the state. 


MESSAGE 


How are prospective visitors enticed? 
As you have probably guessed, pictures 
of luscious gals in swim suits do yeoman 
work. But even they are given help. 
Smiling fishermen with gigantic catches, 
scenic panoramas, gay crowds, lovely 
beaches, lofty peaks, historical places 
these and more are shown. 

Activities featured include golfing, 
swimming, sailing, fishing, dancing 
(why, we don’t know), camping, tour- 
ing, and skiing. Talk is made about 
climate, scenery, roads, facilities, tourna- 
ments, festivals, public works, and such 
ad infinitum. Summer is emphasized, but 
winter is not neglected. 

An interesting twist to the state's 
message is found in New Mexico, North 
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Carolina, New York, and New Hamp- 
shire. Feeling that a long visit is nicer 
(and so much more profitable to the 
state), these states quite frankly try to 
get tourists to prolong their stays. The 
fact is that a tourist spends most of his 
day’s budget where he spends the night. 
Consequently, we find New Mexico and 
North Carolina educating service station 
operators as salesmen for the points of 
interest in their states. After all, New 
Mexico has found that the typical tour- 
ist, while in that state, spends $5.50 a 
day. New York promotes its autumn 
attractions in an effort to draw and hold 
visitors after Labor Day. To lengthen its 
resort season, New Hampshire runs 
newspaper advertisements in which it 
features its autumn foliage. 

Taking its cue from Washington, per- 
haps, the industrial message bears down 
on increased profits (maybe just profits). 
Emphasis is placed on such matters as 
efficient labor, low taxes, cheap power, 
idea! sites, and excellent transportation 
facilities both for raw materials and to 
markets. Nebraska brags that it has no 
income tax, no sales tax, no luxury tax. 
Massachusetts boasts of its freedom 
from labor unrest. Mississippi has even 
arranged for its towns to issue bonds and 
construct buildings for incoming in- 
dustries. 


MEAsuRING RESULTS 


States vary, as is to be expected, in 
their methods of evaluating the effec- 
tiveness of a tourist campaign. The most 
commonly used check is the number of 
inquiries received. Media and appeals, as 
well as results, are rated by this figure. 
Keyed tourist advertisements are the 
rule, not the exception. 

A second check used is the counting, 
on one or two days a month, of all out- 
of-state cars coming in through the 
State’s ports of entry. Arrivals by bus, 


railway, plane, and boat are counted on 
the same days. 

A third check involves the segregation 
of gasoline sales into two parts, native 
consurmption and tourist consumption. 

A final check on the number of tour- 
ists attracted involves a field survey of 
resorts. 

When the number of visitors received 
has been estimated, the next job is to 
find out what the guests are worth to the 
state. Once again, the field survey is 
sometimes used. 

A second way of approximating the 
value of tourists is to get a sample of 
the visitors to mail back questionnaires 
after they have returned home. These 
case histories are used to build up the 
budget of the typical visitor. 

Various organizations, over a period 
of years, have compiled figures and 
broken down the dollar spent by tour- 
ists. Some states use these figures. The 
American Automobile Association, for 
instance, has found that 9% of each 
tourist dollar is spent for gasoline. 

The New Mexico highway depart- 
ment, through case studies, has found 
that visitors stay an average of four 
days and spend an average of $22 in that 
state. Variations in length of stay tend 
to demand that each state build up its 
own figures. 

Despite the fact that industrial ad- 
vertisements, for obvious reasons, do not 
lend themselves to keying, checking the 
results of an industrial campaign is rela- 
tively easy. As these prospects are scarce 
and require individual attention, the 
outcome is easily ascertainable. Close 
cooperation with the locality under con- 
sideration by the prospect provides an 
almost perfect check—the new industry 
is or is not landed. 

Wisconsin checks its dairy campaigns 
through questionnaires and studies in 
various market areas. 
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State commissions sometimes indulge 
in a questionable practice. To show low 
administrative cost, the dollar value of 
bought space is combined with the dollar 
value of publicity space, at advertising 
rates, to arrive at the total space secured. 
Then administrative expenses are ex- 
pressed as a percentage of this figure. 
Even though allowance be made for the 
admitted 60% inefficiency of clipping 
bureaus, caution should be used to pre- 
vent a misinterpretation of figures. 


STATES COOPERATE 


Two examples of state cooperative 
advertising are found in the New Eng- 
land Council’s drive for visitors and the 
Southeastern Governors Conference’s 
drive for industry. 

Up through 1935 the New England 
Council had, for four years, financed its 
advertising solely by contributions from 
such groups as hotels, transportation 
interests, telephone companies, stores, 
banks, and camps. For 1936, however, 
the six New England states officially 
voted a total of $100,000 to be spent 
by the Council in advertising New Eng- 
land. This augmented the amount the 
Council received from contributions and 
enabled the cooperative campaign to 
supplement and add to the effectiveness 
of the individual campaigns of the six 
states. Each state paid in proportion to 
the value of recreational property within 
its boundaries. 

With its funds increased in this man- 
ner, the New England Council is now 
selling New England to the country as a 
year ‘round vacation area. By way of 
putting its house in order, the Council 
has cataloged all recreational literature 
published in its territory; tourist in- 
formation bureaus have been established 
in over 100 key locations throughout the 
six states; highways are being beautified; 
and New Englanders are being taught 


the importance of the tourist dollars. 

The New England Council is strong 
for thoroughness. Appeals, headlines, 
copy, layouts, media—all are tested. 
Samples of each year’s inquiries are fol- 
lowed up so that the Council may know 
quite accurately how successful its cam- 
paign has been. As a matter of policy, no 
money is spent in New England media. 

A cooperative campaign conducted by 
the Southeastern Governors Conference 
and aimed at attracting industry is now 
getting well under way. This sponsoring 
group is made up of the governors 
of North Carolina, South Carolina, 
Georgia, Florida, Alabama, Mississippi, 
Louisiana, Tennessee, and Kentucky. 
Working in conjunction with an in- 
dustrial engineering firm, these gov- 
ernors are telling the nation’s industries 
about the advantages of locating in the 
southeast. 

The fund for the Conference is made 
up of voluntary contributions from the 
nine southeastern states and from such 
industries, utilities, and other interests 
as benefit directly as the southeast grows 
industrially. 1938 is expected to see 
about $200,000 contributed. 


Wuat or Tomorrow? 


Predictions are risky; advertising 
prophesies are often quite foolhardy; 
attempts to guess the future of any ad- 
vertising program undertaken by a 
political unit should simply be barred. 
Nevertheless, some thoughts, like sore 
thumbs, stand out. 

As things are now, a pronounced lack 
of uniformity demands mention. Al- 
though there are wide differences in such 
matters as administration, budgets, and 
markets, the greatest variance is in ac- 
counting practice. Some states call one 
type of expenditure an advertising cost 
—others do not. As long as we have 
sovereign states, we shall, no doubt, see 
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no particular change in this part of the 
picture. Comparison, and even sum- 
marization, will be difficult. 

The checking of the effectiveness of 
campaigns will stand considerable de- 
velopment and refinement. For one 
thing, state advertising is quite young, 
and technique has not had time to be 
perfected. Then too, political aspects 
may have been partially responsible for 
our finding no more proficiency in de- 
termining how productive was each dol- 
lar spent. 

In some states where interested pri- 
vate groups have taken the lead, the 
state has not included an advertising 


appropriation in its budget. The All 
Year Club of Southern California and 
Californians, Inc. seem to be doing very 
well for California. Florida, too, packs 
them in without using state-appropri- 
ated money. A question here is whether 
such states as these will, in the future, 
supplement the privately-financed cam- 
paigns with a state program. 

A final question asks whether or not a 
state can afford not to advertise. Sup- 
pose a state finds, as is true in many 
cases, that contiguous states are mak- 
ing concerted efforts to attract tourists 
and industry. Can that one state afford 
not to tell its story? 











REPORT OF COMMITTEE ON VISUAL EDU- 
CATION, AMERICAN MARKETING 
ASSOCIATION, 1936-1937 


RALPH CASSADY, University of Minnesota; S.L. CRAWLEY, Cleveland College; 
ALFRED J. GRAVES, University of Tennessee; D. B. LUCAS, New York 
University; T. B. STANLEY, New York University (Chairman) 


Epiror’s Nore: There is omitted from this report of the 
Committee on Visual Education a rather extended list of 
sources of the visual aids that are now available for teaching 
purposes. This material is being mimeographed and will 
be sent out to the members of the American Marketing 
Association. 


outlined its task as first one of fact 
finding. To this end, a questionnaire (a 
copy of which is attached) was sent to 
the members of the Association. This 
questionnaire covered the following 
points: 


Committee on Visual Education 


1. The extent to which visual tech- 
niques involving projection by arti- 
ficial light are now being used in 
teaching marketing. 


(a) In what courses. 


(b) With what equipment (includ- 
ing still and moving projection, 


with and _ without = sound, 
opaque or translucent ma- 
terial). 


to 


The sources of the material now in 

use. 

3. How various kinds of material are 
prepared for use. 

4. Additional opportunities for use of 
visual techniques. 

5. The principal difficulties and ob- 
jections to be overcome. 

6. The kinds of information desired by 

members, including: 

(a) Nature and cost of equipment. 

(b) Methods of use. 
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(c) Technique of presentation. 
(d) Methods of fitting up class- 
rooms and laboratories. 


The following results from the ques- 
tionnaire have been tabulated: 


37 members replied toa questionnaire 
on Visual Education. 


10 use moving picture projectors (2 
with sound). 

use a glass slide projector. 

use an opaque material projector. 
use combination slide and opaque 
projectors. 

3 use combination movie and stills. 
1 uses still pictures on a film strip. 


wh ~ 


6 instructors use visual aids in teach- 
ing general advertising courses. Other 
courses included are: 


3 advertising psychology 
2 farm marketing 
market research 
economic geography 
retailing 

business English 


to 


we we Ww 


I each 


advertising typography 
marketing 

commerce 

wholesaling 
salesmanship 
management 

sociology 

layout and visualization 








THE FOURNAL OF MARKETING 





8&5 





7} prepare all or some of their own 
material—3 prepare none. 


2 use business promotion clippings. 
I secures material from a commercial 
supply house. 


72 emphasize the heightened interest 
gained by visual exhibits. 


g believe their lectures are made 
clearer. 

8 find technical material easier to 
present visually. 

7 find visual impressions are more 
permanent. 

4 are able to save time by using pro- 


jectors. 


72 non-users are interested in moving 
picture presentation. 


§ are interested in talking pictures. 
would use slides—6 would project 
opaque material. 


a | 


Sources of material is the chief need 
emphasized by 26. 


20 wish information on the technique 
of presentation. 

79 are interested in knowing what 
kinds of equipment are available. 

77 wish details for fitting up class- 
rooms. 

75 are interested in costs. 


Only 2 persons have found it desirable 
to abandon the use of visual equipment 
after once starting. 

At first glance, the most striking 
aspect of the tabulation is the com- 
paratively small number of question- 
naires returned: approximately 13% of 
the professional membership of the Na- 
tional Association of Marketing Teach- 
ers. (It should be borne in mind that the 
questionnaire was sent before the final 
merger of the Association with the 
American Marketing Society.) However, 
two serviceable inferences may be made 


from the failure of so many members to 
ask for, or to contribute, information. 

First it seems apparent that visual 
education technique is not yet widely 
used in teaching marketing. Secondly - 
that inference is accepted, and discount- 
ing the good intentions of those who were 
prevented from replying by untoward 
circumstances, we may conclude that 
some members do not see how visual 
education may be used in their special 
fields, or are doubtful whether the re- 
sults justify the trouble and expense. 

These considerations “‘boil down”’ to 
one major question: Should visual edu- 
cation be promoted in the teaching of 
marketing? 

The logical method of answering this 
question is to present sufficient informa- 
tion to enable each teacher to judge for 
himself. We are further inclined to this 
conclusion by the fact that of the ques- 
tions asked by members more dealt with 
factual information than with any other 
single aspect of the problem. 

For these reasons, the following re- 
port will be divided into three sections: 
I, Kinds of Cost of Equipment; II, 
Sources and Kinds of Material Avail- 
able for Projection; III, Methods of 
Preparation and Classroom Use (Except 
for such points on preparation and use 
as may be more conveniently combined 
with the listing under Section II). 


Section I. Kinps anp Costs 
oF EQUIPMENT 


“Stl,” or non- -moving picture pro- 
jection equipment falls into two main 
classifications: 


(a) Apparatus for showing opaque 
material such as objects, prints 
on paper, book pages, etc. 

(b) Apparatus for showing translu- 
cent images from glass slides and 
films. 
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The teacher or school interested 
should secure catalogues and informa- 
tion from such firms as: 


Bausch & Lomb Optical Co., Main 
Office—Rochester, N. Y.; Branch and 
District Offices—New York City, Chi- 
cago, San Francisco, Boston, Detroit, 
Philadelphia, Los Angeles, Washington. 

Spencer Lens Company, Main Office— 
Buffalo, N. Y.; Branches—New York 
City, Chicago, San Francisco, Boston, 
Washington. 

E. Leitz, Inc., 60 East Tenth Street, 
New York City (Manufacturers and 
distributors of the Leica Camera). 

Eastman Kodak Company, Rochester, 
New York. 

Society For Visual Education, Inc., 
327 South La Salle Street, Chicago. 

Educational Screen, Inc., 64 East 
Lake Street, Chicago. (This magazine, 
published monthly except July and Au- 
gust, is a valuable source of information 
on all phases of visual education.) 


Taking the lines of the first two firms 
mentioned above as typical of “‘still’’ 
projection apparatus, we find that each 
manufactures a widely varied line of 
projectors and supplementary equip- 
ment, covering both the opaque and 
translucent field (except moving picture 
projectors). In some instances their in- 
struments combine in one machine both 
opaque and translucent (slide and film) 
projection, though in general, apparatus 
is designed for one of the two types of 
material. (No special discussion will be 
given in this report of machines designed 
primarily for salesmen or demonstrators 
instead of teachers. Motion picture 
equipment, with and without sound, will 
be treated in a separate section.) 


PROJECTORS 


While these instruments are varied in 
character and price (so much so that a 


detailed price list of the 25 to 30 models 
and combinations is impracticable), they 
fall generally into the following classes: 


(a) Projectors for opaque material 
only. 

(b) Combined projectors for glass 
slides and opaque material. 

(c) Projectors for glass slides only. 

(d) Projectors for glass slides with at- 
tachments for strip film and/or 
film slides. 

(e) Projectors for strip film (35 mm.) 
or for film slides only. 


Basing figures on the list (catalogue) 
price, not including special attachments 
such as supplementary lenses, micro- 
projection attachments, screens, stands, 


etc., the cost of such instruments is as 
follows: 


Projectors for opaque material only, 
$80. (Extra large machines con- 
siderably higher.) 

Combination opaque and glass slide 
projectors, $120 to $315. 

Projectors for glass slides only $57 to 
$240. (Attachments for film, strip 
or single-frame slide, to be used 
with glass slide machines, $40 to 
$50.) 

Projectors for film slides only, $25 
to $50. 


(The very small, “‘pocket-size”’ film 
slide projectors at $15 to $20 are 
principally designed for sales- 
men’s use, and are usually not 
suited to general classroom work.) 


Of the numerous pieces of supplemen- 
tary material available, the following 
may be considered essential for ordinary 
classroom work: 


. Screens. 
. Apparatus for darkening rooms 
” le daytime projection (unless 
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“daylight” screens are used, which 
see below). 

3. Stands for lanterns. 

SCREENS 

Screens of hanging, wall type vary in 
price according to material, surface, and 
size. Almost all large projection screens 
are roller mounted. Taking 6’ X6’ as a 
norm size for classroom work, a heavy 
white cloth, spring-roller screen may be 
had for $7 to $11. Aluminum coated, 
6’x<6’, $14.50. (Aluminum-surfaced 
screens, because of reflection, require 
that no angle of vision be greater than 
60 degrees.) ““Beaded”’ screens, for ex- 
ceptional brilliance of image, 6’ x6’, 
hanging, wall type, $35. 

Screens of white cloth may be had as 
small as 43’ square, at $9, and as large 
as 12’ X12’ at $65. The aluminum coated 
screens, which give a more brilliant 
image than white cloth, are not made 
smaller than 6’ x6’, but may be had in 
several larger sizes, up to 12’X12’ at 
$80. Beaded screens may be had as 
small as 22” X30” at $4.50, and run 
through a range of over 20 sizes and 
types to 9’ X12’ at $175. These include 
roller and tripod types, as well as “‘solid- 
back.” Beaded screens larger than 6’ X6’ 
are usually made on special order only. 

Translucent or “daylight” screens, 
which are used detween the projector and 
the audience, are not of large size. They 
range from 22” X30” at $20 to 29” X52” 
at $40. Some are mounted in collapsible 
frames. Tripods extra or included ac- 
cording to type bought. Portable screens 
of flexible sateen, while not so frequently 
used for classroom work, may be had, 
with eyelets for hanging, and with a re- 
inforced border, from 6’ X6’ at $7 to 
12’X12’ at $24. 

In general, screens are of such wide 
variety of material, size, and surface 
that catalogues should be carefully con- 


sulted before ordering. (Bausch & Lomb 
lists 20 different screens. Spencer Lens 
lists 46.) 

Nore: Additional information on 
screens can be secured from: Motion 
Picture Screen & Accessories Co., 524 
West 26th Street New York; Da-Lite 
Screen Co., 2721 North Crawford Ave- 
nue, Chicago. 

It should be noted also that a flat wall 
surface may be painted or aluminum 
coated to serve as a screen, at moderate 
cost. However, to avoid possible dis- 
appointment in results, the manufac- 
turer of the projection equipment to be 
used should be consulted, with full in- 
formation as to surface, conditions of 
use, and proposed coating, before the 
work is done. Of course such a coated 
wall surface must be carefully protected 
when not in use. 


Room DARKENING 


The simplest means of darkening 
classrooms is by use of opaque black 
window shades, which should be hung 
outside the casing and allowed to overlap 
at least 2” so that the entire window 
surface is covered. While it is possible 
to install more permanent devices, slid- 
ing in guides inside the window casing, 
for more complete exclusion of light, the 
opaque shades are usually satisfactory, 
if heavy and strongly mounted. Shades 
range from $2.50 up, depending on 
width. They are usually from 33’ to 43’ 
wide, and 8’ long. If the more perma- 
nent equipment is desired, a school 
architect should be consulted. 


STANDS 


Simple stands or tables for projection 
equipment may be locally made at 
moderate cost. These are usually of 
wood, mounted on casters, and approxi- 
mately 4’ high. Manufactured stands, 
however, possess various conveniences of 
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design such as adjustable tops, tilting 
devices, rubber wheels, handles, shelves, 
etc., which render them worth the extra 
cost unless economy is a major consider- 
ation. Manufactured stands are of both 
wood and metal, some of the latter being 
collapsible for ease of storage. These 
range from $15 to $35. The collapsible 
stands are locked rigidly when in use. 


Movine Picrure Projection, SILENT 
AND WITH SOUND; STILL PROJECTION 
WirtH SounD 

Apparatus for projection with sound, 
for both still and moving pictures, is so 
varied in character and in combinations 
that it is most conveniently discussed in 
one section. In general, it falls into two 
classifications: 


(a) Standard moving picture projec- 
tors of the type used in moving- 
picture theaters, but adapted for 
use in schools, colleges, churches, 
etc. Both stationary and portable 
models are made. 

Combination machines using pro- 
jectors for films or slides, pro- 
viding sound by _ synchronized 
talking-machine records or elec- 
trical-transcription disk records. 


(b) 


In the first classification fall moving- 
picture machines built for “‘sound on 
film” projection, and machines for pro- 
jecting silent moving pictures. Full in- 
formation regarding these machines may 
be secured from such manufacturers as: 


Ampro Corporation, 2839 North West- 
ern Ave., Chicago (16 mm. film). 
Bell & Howell Company, Chicago, 


New York, Hollywood (16 mm. 
film). 
Herman A. Devry, Inc., 1111 Armi- 


tage Avenue, Chicago. 
Eastman Kodak Company, Rochester, 
New York. 


International Projector Corporation, 
88-96 Gold Street, New York (16 
and 35 mm., both arc and incan- 
descent lamp illumination). 

RCA Manufacturing Company, Edu- 
cational Department, Camden, New 
Jersey (35 mm. film). 

Universal Sound System, Inc., Al- 
leghany Avenue at gth Street, 
Philadelphia, or Paramount Build- 
ing, New York City (16 and 35 mm. 
films). 


In the second classification fall a 
number of different machines which may 
be generally characterized as talking- 
slide-film projectors. This type of ma- 


chine is almost always portable, fre- 
quently so compact as to be very 
easily carried from room to room, and 


usable in both semi-lighted and darkened 
interiors wherever an electric outlet is 
available. Sometimes a small screen is an 
integral part of the machine, though if 
the small attached screen is used, the 
size of the class is automatically reduced 
to the number which can conveniently 
be grouped around it. In most cases, 
however, the small screen is detachable 
so that with a suitable lens, projection 
may be made on a large screen 

Information concerning this type of 
machine may be secured from such man- 
ufacturers as: 


Electro Acoustic Products Company, 
Subsidiary of the Magnavox Company, 
Fort Wayne, Indiana. 

RCA Manufacturing Company, Edu- 
cational Department, Camden, N. J. 

Society For Visual Education, Inc., 
327 South LaSalle Street, Chicago, IIl. 

Webster-Chicago, Sound Side Film 
Reproducers, 3825 West Lake Street, 
Chicago, Illinois. 


Prices on the moving picture and 
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sound equipment discussed in this sec- 
tion vary so widely with the size and 
type of apparatus as to make accurate 
listing by types of machine impracti- 
cable. The detailed illustrations and 
specifications provided by manufac- 
turers’ catalogues are necessary if the 
machines are to be intelligently com- 
pared. 

In general, projectors with sound are 
more expensive than silent projectors. 
Also in general, the theater-type, sound- 
on-film equipment is more expensive 
than that which employs disk records for 
sound. 

From figures at hand, the list prices 
for sound-on-film moving-picture pro- 
jectors suited to classroom use range up- 
ward from $375. Silent moving picture 
projectors, approximately $135 up. Con- 
vertible or combination machines, $160 
up. 
Disk record, talking-slide-film projec- 
tors suitable for schools start around $75 
list. Small types, of the sort principally 
used by salesmen may be had for less. 
Silent slide-film or picture-roll projectors 
in a wide variety of sizes may be had for 
as little as $15 for the “pocket type’; 
though it is the opinion of the Commit- 
tee that a school should be prepared to 
pay as much as $50 for a slide-film pro- 
jector to be used in a _ normal-sized 
classroom. 

Naturally, the very small machines 
provide less powerful illumination than 
the larger, limiting the distance from the 
screen, and therefore the size of the 
image and the number of people who 
can see it clearly. It is never a mistake 
to err on the side of the strongest illumi- 
nation practicable in a given case. All 
machines discussed in this section, 
except the largest sound-on-film mov- 
ing picture projectors, are easily port- 
able. 





“Leica” EQuiIPMENT FOR CLAss- 
ROOM PROJECTION 


Professor Dale Houghton, of New 
York University, who has met with con- 
siderable success in the use of “Leica” 
equipment for visual education in mar- 
keting, has kindly furnished, at the re- 
quest of the Chairman, a digest of his 
material and technique which for con- 
venience will be quoted in full at this 
point. It will be noted that Professor 
Houghton prepares much of his own 
material, taking original photographs 
and making copies of suitable advertise- 
ments and specimens. 


Nore: The Leica camera, with various 
projection accessories, is distributed by 
E. Leitz, Inc., mentioned earlier in this 
report. 


Cost: (prices, list) 


Leica Camera, Model F (3.5 


i nascas seasstuase ees $174.00 
Copying equipment: 
Baseboard and upright pil- 

PPC errr reer rr rer 18.60 
Sliding arm to hold camera. _—10.50 
Copying attachment with 

ground glass............ 24.75 
Four lights for copying at- 

ee 42.00 

(Bridge lamp may be used 

in place of preceding item.) 

For making slides: 
Square glass for mounting 

positive prints (per 100).. 2.85 
Mats for mounting positive 

prints (per 100)......... 2.10 


Tape required for mounting 
positive prints (per roll).. .60 
Slide cases (each holds 100 
Er rer are 1.95 
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Tripod er ree eer 


(Nore: Translux rear projec- 
tion screen costs $36.00.) 
Cost of film, 36 exposures 


(black and white)....... 85 


Cost of developing film...... .30 
Cost of positive prints, per ex- 
Ns ikwadh nd sees ea4' 05 
(Nore: If positive prints are 
taken in proper sequence 
the strip print may be 
used for projection pur- 
poses. If not in proper se- 
quence, prints may be cut 
apart, mounted between 
glass, and used as individ- 
ual slides. Strip prints are 
recommended.) 


Cost of color film, 18 exposures 3.00 
(Nore: This price includes 
developing, and positive 
print. Color positives must 
be mounted between glass 
for projection.) 


Method of setting up and use in class- 
room: 


Screen and projector can be set up in 
classroom, ready for use, in about 
three minutes. 


Technique of conducting class: 


The technique will vary with the sub- 
ject matter. Generally speaking, 
however, a discussion of the princi- 
ples should precede the visual 
presentation. 


Sources of material suitable for Leica 
projection other than pictures or copies 
made by instructors: 


The Society for Visual Education, 
Inc., 327 So. LaSalle Street, Chicago 


Illinois, maintains, a library of 
strip films on the following subjects: 
Agriculture, aircraft, archaeology, 
architecture, art, athletics, authors, 
biology, botany, chemistry, forestry, 
geology, geography, general science, 
health, history, home economics, 
languages, literature, music, na- 
tional parks, nature study, physics, 
safety and zoology. These films may 
be purchased. Prices range from 
$1.00 to $2.00 for both the film and 
accompanying manual. 


It is perhaps in order to suggest that 
eventually the American Marketing As- 
sociation form and make available to its 
members its own film library on market- 
ing subjects. 


(CHAIRMAN’S Note: At this point men- 
tion should be made of the excep- 
tionally complete catalogue of films 
and slides submitted by the Bureau 
of Visual Instruction, Extension Di- 
vision, Brigham Young University, 
Provo, Utah. This catalogue of 60 
pages, listing hundreds of subjects, 
in a wide variety of fields, is a model 
of form for such a film library as is 
suggested above.) 


Section I]. Sources AND KINDS OF 
MATERIAL AVAILABLE FOR 
PROJECTION 


Translucent Material 


Naturally, the kinds of material avail- 
able for projection in teaching marketing 
fall into the two main classifications 
made earlier in this report: translucent 
and opaque. 

Considering translucent material first, 
since in this class come most of the films 
or slides either ready for classroom use 
or requiring only slight adaptations of 
presentation, we find three main sources: 


(a) Sound motion pictures or sound 
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strip films prepared for a business 
concern, either to tell a sales story 
to the public or to train various 
groups in its own organization. 

(b) Films and slides prepared by com- 
mercial supply houses and visual- 
education services. 

(c) Films and slides prepared by vari- 
ous public institutions, such as 
art and scientific museums or by 
such government agencies as the 
U. S. Departments of Agriculture 
and of the Interior. 


Films and Slides 


While films from all three sources are 
conceivably useful in teaching market- 
ing, depending on the needs of the in- 
dividual course, it may be fairly as- 
sumed that those in the first group are 
likely to fit the largest number of cases. 
As they are designed to tell visually a 
business story, they frequently require 
less adaptation in teaching presentation 
than more general educational films. For 
the same reason, presenting as they do 
current sales and management tech- 
niques, they may be readily tied in with 
textbook and classroom presentation of 
marketing practice. 

However, such films are usually made 
to order for the various manufacturers, 
for the exclusive use of their salesmen 
and dealers. Hence their use in the class- 
room is dependent upon specific permis- 
sion by the owner of the film. This per- 
mission while naturally governed by the 
owner’s decision as to the sales or pub- 
licity value of the showing, is usually 
given, and frequently with the services 
of a representative to make the presenta- 
tion and answer questions from the 
class. 

The number of industrial films and 
film-slide showings now in use is so large 
(between one and two thousand at a 
conservative estimate) as to make a 


complete listing neither practicable nor 
useful. On the other hand, the names of 
representative companies which pro- 
duce such films will provide sources to 
which those interested may apply for in- 
formation concerning films in any field 
or on any phase of marketing. To this list 
is appended the names of some of the 
nationally known businesses who are 
users of business films together with cer- 
tain titles and data serviceable in guiding 
the teacher in making application for 
information. 

To avoid needless subdivision, the fol- 
lowing information will include also cer- 
tain sources falling in the more general 
field of “educational” films with pos- 
sible, but less close application to the 
marketing field than that of the defi- 
nitely “industrial” film.* 


Opaque Material 


Opaque material forms the second 
main classification under Section II 
(kinds and sources of material for pro- 
jection). Three different kinds are avail- 


able: 


(a) objects. 
(b) drawings and photographs. 
(c) printed matter. 


There is practically no limit to the 
opaque specimens which can be shown, 
granting suitability to the teaching pur- 
pose, except size, texture, and resistance 
to heat. Since opaque projection employs 
reflected light, the illumination must be 
from two to three times as powerful as 
for slide projection. This generates heat 
strong enough to injure delicate material 
left in the lantern for more than two or 
three minutes. There is, however, no 
danger of fire if reasonable care is used. 
Of course, especially inflammable ma- 


* Because of lack of space, the list of available ma- 
terial is omitted from the ourNAL. It is being mimeo- 
graphed, however, and will be sent to all subscribers. 
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terial such as ordinary celluloid should 
never be used in opaque projection. 

As a matter of precaution also, though 
the heat which reaches films in translu- 
cent projection is much less than that 
reaching opaque material, it is well to 
employ “safety” or non-inflammable 
film. Most standard film now used in 
school-room work is of the safety type. 
Manufacturers of opaque projection lan- 
terns are also continually improving 
their instruments to minimize the effect 
of heat on material shown. 

The area of projection in standard 
opaque projectors is usually limited to a 
space six or eight inches square (6” x6" 
is the most common aperture size). How- 
ever, it is easily possible, when reduced 
facsimiles are not available, to move 
specimens around in the lantern, show- 
ing successively different portions of a 
specimen much larger than the maxi- 
mum aperture size. All standard projec- 
tors are constructed with free space 
allowing the insertion of books and 
magazines of normal size. (The size of 
the image on the screen is of course de- 
termined by distance, focal length of 
lens, etc. From a 6-inch aperture a sharp 
image from 6 to Io feet square may be 
projected.) 

In texture, the more light reflecting 
the surface, the brighter and sharper the 
image. Halftones on coated stock, for 
example, give a brighter image than 
those on news stock. The former stock 
is also more resistant to heat. 

In showing objects, the flatter the 
object the easier it is to focus the image. 
A flat plate will naturally allow a sharper 
focus than a large piece of display type. 
The face of the latter may be sharply 
focused, but the body will accordingly 
be out of focus, and vice versa. 

Keeping in mind the three kinds of 
opaque material mentioned above, it 
may not be out of place to mention a 


few special aspects of this type of pro- 
jection, which seems to be a little less 
common than the showing of translucent 
material. Of course it will be recognized 
that opaque projection fits certain as- 
pects of marketing, such as layout, 
typography, and printing better than 
others, for which slides are preferable. 

1. Rapidity and ease of preparation. 
Book pages may be shown, or 
clippings, moun ted or unmounted, 
according to size and weight of 


paper. Mounting is a_ simple 
operation. Any good gum (such 
as Sanfords ‘ ‘Liqui-stick,” which 


does not melt or granulate under 
heat, is suitable. No special tools 
required. Instructor can do the 
work himself, or have it done by 
assistant under supervision. 

Mounted specimens may be ar- 
ranged for simultaneous compari- 
son, by placing two on same sheet, 
or slipping sheets over one another 


to 


in lantern. 
3- Greater range of size of specimens 
shown, without need for micro- 


attachment on lens. Particularly 
useful in typography and photo- 
engraving. 

4. Current material may be used and 
discarded with no more trouble 
than clipping from magazine or 
newspaper. Less delay than in 
having slides made. 

5. Charts and diagrams easily pre- 
pared by instructor for special 
needs of his course and classes. 
Color (ink, pencils, water color) 
may be used easily. 

6. Students’ own work may be shown 
to class for comment and analysis. 
(This method is useful in teaching 
typography and layout, as supple- 
menting criticisms written and 
drawn upon the problem solu- 
tions.) 
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9. 


IO. 


. For certain subjects like color- 


printing, prints are preferable to 
slides, since the partially automat- 
ic color-separation-negative pro- 
duction insures more nearly ac- 
curate reproduction, and since 
the image is one from reflected 
light as in the original, instead of 
transmitted light through trans- 
parent hues on slide. 

Small objects, sach as type, slugs, 
matrices, plates, electrotype shells 
etc., if suitable for focusing, may 
be placed on the floor of lantern 
and shown simultaneously to a 
large group. 

Material is light in weight, easy to 
file, and unbreakable. 

Specimens may be marked in color 
to call attention to special fea- 
tures. 


. Actual samples of paper stocks, 


fabrics, etc., may be shown, to show 


printing surfaces, textures, and 
the like. 


2. By use of selected photographs, 


clippings, etc., of presses, photo- 
engraving processes, paper-mak- 
ing processes, and production 
operations, classes may be “taken 
on a trip” through plants, and 
mechanical details pointed out to 
all members of the class, instead 
of, as in an actual trip, only to 
those able to get close to the 
machines. No danger; no confu- 
sion; and the material may be sup- 
plemented by microphotographs 
of the key points. In actual visit, 
for example, to photo-engraving 
plant, where much that must be 
understood is invisible to naked 
eye, it is very difficult to arrange 
that all members of a group of 
thirty or forty have equal chance 
to see specimens, and to avoid in- 
terruption to the work of the 


plant by the intrusion of the 
group. This showing could, of 
course, be made with slides, but 
at more trouble and expense. 


It is hardly necessary to do more 
than mention the sources of opaque 
material. In general: 


(a) 


(b) 


(c) 


(d) 


Printed matter of all sorts, includ- 
ing illustrations, may be clipped 
from textbooks, sales and pro- 
motional pieces, catalogues and 
manufacturers’ advertisements of 
type, photo-engraving and print- 
ing equipment. Specimens may be 
had from photo-engravers, print- 
ers, lithographers and gravure 
houses. Users of opaque projection 
have met with the most generous 
cooperation from business houses 
in supplying material requested 
for classroom use. 

Photographs may be secured from 
manufacturers of equipment or 
taken by the instructor. This 
classification includes photostatic 
prints of textbook material where 
the size of the page or of the book 
renders use of original impracti- 
cable. 

Drawings, layouts, diagrams, and 
charts may be prepared by the in- 
structor or by assistants. This 
classification includes layouts and 
dummies lent or given by printers 
or advertising agencies, though 
size of this type of material some- 
times makes printed reproductions 
preferable to originals. Students’ 
class work in layout and dummy 
making, or special layouts made 
by students for demonstration 
also fall into this classification. 
Objects (usually having to do 
with typography , printing, photo- 
engraving, package and industrial 
design) are usually securable from 


94 





THE FOURNAL OF MARKETING 





the production concerns engaged 
in such work. 


Much of this material may be secured 
without cost. 


Section III]. MetTHops or PREPARA- 
TION AND CLASSROOM USE 


To avoid unnecessary subdivision, 
certain aspects of method and technique 
which are closely associated with the 
description of the material, have been 
touched upon in the preceding section of 
the report. It remains, therefore to dis- 
cuss 


(a) The fitting up of classrooms and 
laboratories. 

(b) The care and use of equipment. 

(c) The technique of presenting ma- 
terial in class. 


Rooms 


The prime considerations in selecting 
rooms are size and shape of space, and 
suitable arrangement of seats. In general, 
a room deeper than it is wide is prefer- 
able, since the wider the angle of vision 
the less the likelihood of clear vision 
from those on end seats. Also, with a 
deep room the lantern may be placed 
farther back, insuring a screen image of 
maximum size. In this connection the 
focal length of the lens should be taken 
into account when the distance from 
screen is decided, and also the fact that 
the farther the lantern is from the screen, 
the stronger the illumination required. 
(The latter point is of particular impor- 
tance in projecting opaque material.) If 
daytime projection is used, ventilation 
is also important, since windows must 
be closed and darkened during projec- 
tion. 

Other points respecting rooms are: 
adequate and suitably placed electrical 
outlets, projection booth if inflammable 
films are used, and adequate darkening 


facilities for windows. It is frequently 
advisable to fit up one or more rooms for 
visual education, scheduling all classes 
using the technique for these rooms. 

If permanent booths are not neces- 
sary, there should also be adequate 
locked cabinet space for equipment 
(lanterns, spare bulbs, cards, slides, etc.) 
when not in use. The nature of this space 
will of course be determined by the size 
and amount of material to be stored. 


Care of Equipment 


While most projection equipment is 
constructed to withstand the wear and 
tear of ordinary use, parts of it, such as 
lenses, front-silvered mirrors, reflectors, 
etc., are necessarily fragile. These parts 
should not be cleaned or adjusted except 
by responsible persons familiar with the 
care of delicate apparatus. It is usually 
inadvisable to allow students who have 
no special training to operate any ma- 
chine more difficult than a simple glass- 
slide projector. 


Technique of Classroom Use 


For the most part, granting adequate 
equipment and suitable installation, the 
technique of classroom use is almost 
automatically dictated by the nature of 
the task and the type of material pre- 
sented. 

The following concise statement from 
one teacher may be suggestive: 


Lantern placed, screen displayed (in 
daytime opaque curtains down), room 
lights on, lantern off. Preliminary 
statement of ground to be covered, 
tie-up with preceding lecture. Room 
lights out, lantern on, specimens dis- 
played, instructor operating lantern 
while giving lecture, or lantern oper- 
ated by assistant whose material has 
been placed in order. Showing finished, 
room lights on, or curtains raised. 
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Short summary by instructor for stu- 
dents’ notes, and assignment including 
outside reading to prepare class for 
next lecture. 


Obviously this technique is capable of 
wide variation. It is important, however, 
that students be given opportunity to 
take notes in full light, and to ask 
questions during the showing. The latter 
point makes it desirable for the instruc- 
tor himself to operate the lantern, since 
in so doing he may more easily return to 
previously shown specimens, and gauge 
the speed of showing for maximum 
benefit to the class. (Of course, in show- 
ing a moving picture, this technique is 
unsuitable.) 

In opaque projection it is possible to 
lay prints or specimens one on top of 
another in the lantern until ten to fifteen 
specimens have been shown. The num- 
ber handled in this way will depend on 
the length of time during which each is 
shown, since too long a time under heat 
will damage the specimens first inserted. 
Also, the slight smoke from overheated 
material will fog lenses and reflecting 


mirrors. However, it is desirable to avoid 
allowing the screen to “go dark”’ oftener 
than is absolutely necessary. Slide and 
film slide use do not present this prob- 
lem. 

Another point which has only to be 
mentioned to the experienced teacher is 
the need of supplementary study. There 
is some danger that the entertainment 
aspect of visual presentation may tend 
to overshadow the instructional, unless 
specific checks, assignments, etc., are 
contrived to fasten points in mind soon 
after being shown. However, with such 
necessary checks and “‘clinching”’ assign- 
ments, the acknowledged benefits of 
combining visual and auditory impres- 
sions will be very likely to prove as valu- 
able in marketing as they have proved in 
other teaching fields. 

In submitting this report the Com- 
mittee is keenly sensible of its short- 
comings. However, since visual educa- 
tion, though well established in general 
school procedure, is comparatively new 
in marketing instruction, it is hoped 
that some of the information provided 
will serve to break ground for later works. 
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A. RESEARCH IN UNIVERSITIES 


By Malcolm D. Taylor, University of 
North Carolina 


University of Arizona 


Professor E. G. Wood has completed the 
first section of his study of ‘Advertising 
Methods Used by Tucson Merchants,” 
which was begun in December, 1937. Mime- 
ographed summaries were released recently 
and copies can be obtained from the author. 
This part of the study covers methods of 
advertising employed in stores handling 
clothing, furnishings, and accessories. Inter- 
views were made by students with advertis- 
ing executives in four men’s stores, four 
women’s stores, and five department stores. 
Window display was considered to be the 
most important method of advertising in 
both the men’s and the women’s stores. 
Advertising executives in department stores 
ranked newspapers in first place. Radio was 
considered to be third in importance by all 
stores. Sixty-eight per cent of the total com- 
bined advertising budget of all stores was 
spent in newspapers. The expenditure for 
advertising ranged from 1.6 per cent of net 
sales in men’s stores to 3.2 per cent in de- 
partment stores. The second part of Pro- 
fessor Wood’s study covers grocery stores, 
and summaries of the survey will be available 
early in the summer. 


Unicersity of California 


A comprehensive study of the production 
and marketing of milk was recently under- 
taken by The Giannini Foundation of Agri- 
cultural Economics at the request of the 
Director of Agriculture of the State of Cali- 
fornia. Findings in this study will be used in 
connection with the enforcement of the so- 
called Desmond Act which gives the State 
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Director of Agriculture the power to de- 
termine and enforce minimum wholesale and 
retail prices of fluid milk and fluid cream in 
milk marketing areas. Before establishing 
such prices, the Director is required to 
cause an impartial survey to be made in 
each marketing area; the survey to secure 
information on processing, wholesale and 
retail distribution costs, investment in milk 
and cream distribution facilities and ca- 
pacity of individual plants. The Giannini 
Foundation of Agricultural Economics is 
collecting this information. Dr. J. M. 
Tinley, Associate Professor of Agricultural 
Economics, is in charge of the survey. De- 
tailed questionnaires have been sent to 350 
processing distributors, 700 producer dis- 
tributors, and 700 retail stores in the fifteen 
milk marketing areas. Distributors are re- 
quired by law to furnish the information 
asked for in the questionnaire. A staff of 
some fifteen accountants and statisticians 
has been employed to assist in the collection 
and analysis of the data. The State Depart- 
ment of Agriculture is supplying the funds 
to cover the cost of the survey. 

Analyses have been completed for the Los 
Angeles, Alameda, Sacramento, Santa Cruz, 
and Sonoma county market areas. Confi- 
dential reports have been submitted to the 
Department of Agriculture, on the basis of 
which market orders fixing resale prices of 
milk will be issued. At the moment, the 
Director has been enjoined from enforcing 
the order already issued for the Los Angeles 
market, but the one for Alameda county is 
presumably in operation and the others will 
shortly be issued. 


University of Chattanooga 


Professor Clyde William Phelps recently 
completed a study of the “Relation Be- 
tween Consumer Paying Habits in Chatta- 
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nooga and Business Fluctuations.” This is a 
preliminary survey, which was undertaken 
as a basis for the planning of a more detailed 
study in which a much larger sample will be 
used. In the absence of adequate indices of 
total retail sales or credit sales, the volume of 
bank debits as compiled by the Chattanooga 
Clearing House was selected to indicate the 
fluctuations in business. The percentage of 
retail credit accounts paid promptly by an 
identical sample of one thousand consumers 
was calculated from the rating books pub- 
lished by the Retail Credit Men’s Associa- 
tion of Chattanooga for the years 1926-35 
inclusive. 

Among the interesting results of a com- 
parison of the two series are the following. 
The percentage of accounts paid promptly 
declined both at the top of the boom in 1929 
and during the business recovery from 1933 
to 1935. The volume of business increased 
from 1927 to 1928, and again from 1928 to 
1929, but the percentage of accounts paid 
promptly increased from 1927 to 1928 and 
then declined slightly in 1929. The volume 
of business increased from 1933 to 1934 and 
again in 1935, but the percentage of accounts 
paid promptly declined from 1933 to 1934 
and fell still more in 1935. 

The year in which white and colored 
customers paid their accounts most promptly 
was 1926 when 66.7% of the accounts of 
white customers and 50.2% of those of 
colored customers were paid “promptly,” 
that is, within 60 days. The proportion of 
accounts of colored customers paid promptly 
declined without interruption throughout 
the entire period, reaching a percentage of 
only 23.8 in 1935, while the percentage of 
accounts of white customers paid promptly 
declined steadily from 66.4 in 1928 to 47.8 in 
1935. This steady deterioration in the pay- 
ing habits of both white and colored con- 
sumers in this area in the face of consider- 
able business recovery would seem to be due 
primarily to the lax collection policies of 
merchants who were straining for increased 
sales volume. 


University of Chicago 


Professor John H. Cover, who is on leave 


of absence from the University of Chicago, 
is in charge of the economic study being 
made in connection with the Marketing 
Laws Survey of the Works Progress Ad- 
ministration, Washington, D. C. 

The general purpose of Professor Cover’s 
study is to analyze the practical effects of 
the more important marketing regulations, 
such as the laws permitting resale price con- 
trol, the laws prohibiting or limiting price 
discrimination between different buyers, 
and statutes prohibiting sales below cost. 
Through field surveys an attempt will be 
made to answer questions such as the follow- 
ing concerning these laws: (1) How are they 
affecting price in general? For example, is 
resale price control raising or lowering the 
general level of prices? (2) How have the 
laws affected retail prices of representative 
commodities? (3) What is the attitude of 
consumers toward the fair trade laws and 
similar types of legislation? (4) What has 
been the effect of these laws on the introduc- 
tion or sale of private or distributors’ 
brands? (5) Have the antidiscrimination 
laws actually reduced price discrimination? 
(6) What has been the effect of these laws 
and regulations upon the distribution of 
volume between different types of business, 
different lines of trade, and different lines of 
industry? 

Colgate University 

Professor Charles F. Phillips’ textbook on 
marketing has been completed. It is being 
published by Houghton Mifflin Company, 
and it will be ready for fall classes. The 
chapters are arranged to follow the flow of 
raw materials from the time of their produc- 
tion through the various marketing stages 
until their arrival at the door of the ultimate 
consumer. A critical analysis is made of 
recent legislation affecting marketing, such 
as the Robinson-Patman Act and the Tyd- 
ings-Miller Bill. Significant developments in 
retailing, such as the growth of voluntary 
chains, super-markets, and consumer co- 
operatives, are discussed in detail. 

Teachers of retail distribution will find 
Professor Phillips’ article on ““An Economic 
Analysis of the Supreme Court’s Decisions 
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on Chain Store Taxation,” which appeared 
in the January, 1938, issue of the Yournal of 
Business (University of Chicago), useful as 
collateral reading. 


University of Colorado 

The Bureau of Business and Government 
Research recently completed three studies. 
These are available in printed form. Their 
content is indicated by their titles, which are 
as follows: (1) “Operating Expenses of Retail 
Grocery Stores in 1937.” (2) “Education, 
Training, and Experience of Bankers in 
Colorado.” (3) “A Study of Comparative 
Costs at the University of Colorado and 
Twenty-two Other State Universities.” 


DePaul University 


Professor L. M. McDermott has com- 
pleted his study of “What Families Plan to 
Buy Next,’ which was mentioned in the 
April issue of the yourNAL. This is the fifth 
in a series of reports on this subject, other 
surveys being made in 1932, in 1934, in 1935, 
and in 1936. The survey covers the city of 
Chicago and 10,640 families were inter- 
viewed. The first ten preferences, arranged in 
the order of their importance as judged by 
the number of choices, were vacuum clean- 
ers, automobiles, radios, life insurance, 
furniture for the living room, oil burners, 
curtains, fur coats, furniture for the bed 
rooms, and dressers. Vacuum cleaners ranked 
seventh in the 1936 survey, automobiles 
were first, and radios were third. Mimeo- 
graphed copies of the report may be obtained 
from the author at twenty-five cents to cover 
the cost of postage and mailing. (The address 
is: L. M. McDermott, Room 1504, DePaul 
University, 64 East Lake Street, Chicago, 
Illinois.) 

A milk survey, in which interviews were 
made with 7,170 Chicago families, was com- 
pleted in April and mimeographed copies of 
the final report are now available from Pro- 
fessor McDermott at twenty-five cents a 
copy. Among other points on which informa- 
tion was obtained were the following: Num- 
ber in the family; number of boarders; num- 
ber of children under 16 years of age; quarts 
of milk used weekly; amount of cream used 


weekly; amount of condensed and evapo- 
rated milk used; what was considered a fair 
price for fresh milk (delivered, at grocery 
stores, at cash milk stores); companies from 
which purchases were made and why certain 
companies were preferred; and uses of milk. 

“What People Read, and Why” is the title 
of a mimeographed report, based on 9,600 
personal interviews, which was completed in 
May, 1938. A report on “Electrical Equip- 
ment of Homes and Uses of Electrical Equip- 
ment” is also available. 


Harvard University 

Professor Malcolm P. McNair is making a 
study of the cost of distribution in the 
United States and Europe. 

Professor Carl N. Schmalz, Chief of the 
Bureau of Business Research, recently 
started a study of cooperatives in the 
United States. 

Professor Melvin T. Copeland’s latest 
study of commodity prices was released in 
April under the title, “A Raw Commodity 
Revolution” (Business Research Study, 
Number 1g of the Bureau of Business Re- 
search). 

A new edition, the third, of Professor N. 
H. Borden’s “‘Problems in Advertising” was 
published in the fall of 1937. Two other 
recent case books in the marketing field 
are “Problems in Retailing” by Professors 
M. P. McNair, C. I. Gragg, and S. F. Teele, 
and “Problems in Agricultural Marketing” 
by Professor D. W. Malott. (All were pub- 
lished by the McGraw-Hill Book Company.) 

“Business and Modern Society,” a col- 
lection of articles written by fourteen mem- 
bers of the Business School Faculty and 
edited by Professors M. P. McNair and 
H. T. Lewis, was published in May by the 
Harvard University Press. It contained two 
articles on marketing: “Logics and Emotions 
in Marketing” by Professor S. F. Teele 
(pages 295-312), and “The Study of Con- 
sumer Demand in Relation to Capitalistic 
Society,” by Professor H. R. Tosdal (pages 
313-359). 

A summary of the results of Professor 
Howard T. Lewis’ survey of reciprocity, 
which he has been conducting during the 
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past year, was published in the spring, 1938, 
issue of the Harvard Business Review under 
the title ““The Present Status of Reciprocity 
as a Sales Policy.” 

A report on “Operating Results in Depart- 
ment and Specialty Stores in 1937” was pub- 
lished by the Bureau of Business Research in 
June. 

University of Illinois 

Two projects are under way. The first, 
“A Survey of Rural Retailing in Illinois,” 
which is being made under the direction of 
Mr. R. V. Mitchell, will be completed late 
in the summer. It will be published as a bul- 
letin by the Bureau of Business Research. 
The second, a study of “Commodity Prices 
in Illinois from 1840 to 1860,” which is being 
made by Dr. Fred M. Jones, will be com- 
pleted in 1939. Sources of material for this 
study are files of newspapers in Chicago, 
Springfield, and Peoria. 

A short summary of a study showing how 
high milk prices reduce milk consumption, 
made under the direction of Professor R. W. 
Bartlett of the Department of Agricultural 
Economics, was published in the combined 
March and April, 1938, issue of J//inois Farm 
Economics. (The address is: The University 


of Illinois, College of Agriculture, Urbana, 
Illinois.) 


Indiana University 


“Measures of Consumer Purchasing 
Power” is the title of a recently completed 
study, in process since 1936 in the Bureau 
of Business Research. It was made under 
the direction of Professor W. H. Stackhouse 
and the probable date of publication is 
September, 1938. It was undertaken to de- 
termine the validity of various indexes of 
purchasing power in selected Indiana 
cities. 

Professor H. M. Haas is making a “Market 
Survey of the Grocery and Drug Trades in 
Indiana.” It will be completed in October 
and will be available in printed form at that 
time. The field work is being done by experi- 
enced interviewers and its purpose is to ob- 
tain a comprehensive picture of the distribu- 
tion patterns in the two trades. The sample 


used represents about ten per cent of the 
outlets in the State. 


University of Maryland 


“An Economic Study and Analysis of the 
Marsh Market in Baltimore,” which was 
described in detail in the January, 1938 
issue of the jouRNAL, has been completed 
and is now available in printed form from the 
Maryland Agricultural Experiment Station 
at College Park. Work is being continued on 
the following studies, which were also de- 
scribed in the January issue: “The Market- 
ing of Eggs in Maryland, With Special 
Reference to the Baltimore Market,” “A 
Study to Determine the Relative Net Price 
Received for Eggs Sold, Based Upon United 
States Government Grades, and Eggs Mar- 
keted by Other Methods,” and “Status and 
Trends of Agricultural Cooperation in Mary- 
land.” 

Professor W. Mackenzie Stevens has 
under way “A Study of Milk Consumption 
in Washington, D. C., with Special Emphasis 
on Factors Affecting Store Sales.” It will be 
completed in August of this year and will be 
available in printed form from the College 
of Commerce. The per capita consumption of 
milk in various selected sections of Washing- 
ton will be analyzed for the purpose of de- 
termining the relative importance of store 
sales and dairy delivered sales, the factors 
influencing each method of distribution, the 
relative consumption of canned and fresh 
milk, and the factors affecting the consump- 
tion of cream. 


University of Michigan 


Professor E. H. Gault recently completed 
a study of “Monthly Departmental Sales, 
Inventories, and Margins in Department 
Stores in 1937.” Copies can be obtained at 
fifty cents each from the Bureau of Business 
Research. It analyzes merchandise statistics 
by months for forty departments. The study 
is based on twelve stores. 

Herbert F. Taggart, Professor of Account- 
ing, recently completed a study of ““The Cost 
Principle in Minimum Price Regulation.” 
Printed copies are available at one dollar 
from the Bureau of Business Research, Uni- 
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versity of Michigan (Michigan Business 
Studies, Volume VIII, No. 3). The study is 
the result of Professor Taggart’s experience 
as Chief of the Cost Accounting Unit, Di- 
vision of Research and Planning, National 
Recovery Administration. The conclusion is 
reached that any comprehensive effort to 
establish uniform methods of costing for 
purposes of forbidding sales below cost is 
bound to fail. Voluntary education in cost 
keeping, tedious, expensive and apparently 
unremunerative though it may be, offers 
much for the alleviation of industrial ills, 
including those relating to prices. The study 
can be used to advantage in courses in the 
field of marketing in which consideration is 
given to price determination and price fixing. 


Ohio State University 

“The Marketing of Used Cars in Relation 
to the Sale of New Cars’”’ is the tentative title 
of a doctoral dissertation in process by T. H. 
Smith of Fenn College, Cleveland, Ohio, 
under the direction of Professor H. H. May- 
nard. It will be completed some time in 1939. 


Oklahoma Agricultural and Mechanical Col- 
lege 


Professor Perham C. Nahl is working on 
his dissertation which deals with the subject 
of “‘Retail Trading Area Analysis.” It is a 
methodological approach to the problem of 
trading area delineation and comparison. 
The problems involved in studying metro- 
politan areas and small areas are contrasted. 
Specific commodities, as well as generalized 
trading areas, will be discussed. It will be 
presented in partial fulfillment of the Ph.D. 
degree at the University of California. Pro- 
fessor Nahl would like to get in touch with 
teachers who are making studies which deal 
with the problem of the delineation of retail 
trading areas. 


University of Oregon 

The first three articles in a series written 
by Professor N. H. Comish of the School of 
Business Administration, in his study of 
“Special Sales in Oregon Stores,” appeared 


in the February, March, and April issues of 
the Oregon Merchants’ Magazine. Data for 


the articles were based upon personal inter- 
views with 277 selected Oregon merchants, 

The first article appeared in the February 
issue under the title, ““The Prevalence of 
Special Sales in Oregon Stores.”’ Of the 277 
selected Oregon stores, 66.8 per cent held 
special sales of one kind or another in 1934. 
The extent to which special sales were fea- 
tured varied with the type of store studied. 
Eighty per cent of the women’s apparel shops 
held special sales; 65 per cent of the men’s 
furnishings stores; 77.7 per cent of the furni- 
ture stores; 90.9 per cent of the department 
stores; 47.7 per cent of the drug stores; 51.5 
per cent of the jewelry shops; 71.0 per cent 
of the grocery stores; and 71.4 per cent of 
the hardware stores. The variation in the 
prevalence with which different types of 
stores held special sales was dependent upon 
differences in store policies, the types of 
goods sold, over- and under-buying, and the 
attitudes back of special sales. Nearly one- 
third of the merchants interviewed did not 
feature special sales in 1934. These retailers 
believed that they would lose more than they 
would gain by staging special sales. 

The second article appeared in the March 
issue under the title, “How Vendors Aided 
in Special Retail Sales.” Of the 185 mer- 
chants who held special sales in 1934, as 
many as 30.3 per cent were aided by whole- 
salers and manufacturers. But when the 
figures were broken down according to types 
of stores, variations in aids were revealed. 
Twenty per cent of the women’s apparel 
shops that held special sales were aided in 
them by vendors; 7.7 per cent of the men’s 
furnishings stores were helped; 19 per cent 
of the furniture stores; 30 per cent of the 
department stores; 42.8 per cent of the drug 
stores; 41.2 per cent of the jewelry shops; 
51.8 per cent of the grocery stores; and 45 
per cent of the hardware stores. The special 
aids given by vendors included consignment 
merchandise, free deals, advertising allow- 
ances, free display material, free demon- 
strations, secret low prices, extra large dis- 
counts, extra dating, and the privilege of 
cancellation of contracts, in part or in whole. 

“The Advantages of Special Sales” was 
the title of the third article which appeared 
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in the April issue of the magazine. Of the 
185 merchants holding special sales in 1934, 
as many as 122 gave the reduction of over- 
stock as an advantage of the special sale; 
100 gave the movement of obsolete goods as 
an advantage; gs, the effective meeting of 
competition; 93, the procuring of new cus- 
tomers; 68, the increase in good will; 63, the 
enhancement of store prestige; $1, the intro- 
duction of new stock; 37, the raising of 
ready cash; 1g, the stimulation of store em- 
ployees; and 112, an increase in business dur- 
ing dull periods. The actual increase in busi- 
ness varied with the type of store studied. 
Women’s apparel shops placed the increase 
in business at 43 per cent; men’s furnishings 
stores, at 68.8 per cent; furniture dealers, at 
25.6 per cent; department stores, at 33.1 per 
cent; druggists, at 67.2 per cent; jewelers, 
at 62 per cent; grocers, at 55.4 per cent; and 
hardware dealers at 28.6 per cent. 

University of Pennsylvania 

Printed reports of the Study of “The 
Marketing of Textiles,”’ made by Professor 
Alfred H. Williams for The Textile Founda- 
tion, are now available and copies can be ob- 
tained from The Textile Foundation, Wash- 
ington, D. C. 

Professor Ralph F. Breyer has in process 
a textbook in marketing which will be pub- 
lished by the McGraw-Hill Book Company 
in 1939 under the title: “Fundamentals of 
Marketing.” 

Professor Hettinger recently completed 
several radio studies which are available in 
mimeographed form. Titles of these studies 
are: (1) ““Management and Operation of the 
Rochester, New York, Symphony Or- 
chestra,” (2) Public Attitude and Behavior 
Concerning Symphony Music in Rochester,” 
and (3) “Social and Economic Aspects of 
the October, 1936, Hearings of the Federal 
Communications Commission.” 


Pennsylvania State College 

Two studies dealing with the marketing of 
milk were completed recently in the Depart- 
ment of Agricultural Economics. The first, 


“Seasonal Changes in Market Milk Produc- 
tion in Pennsylvania,” was made under the 


direction of Professors F. F. Lininger and 
C. W. Pierce. The second, “Utilization of 
Milk in Pennsylvania, With Reference to Its 
Pooling Aspects” was made by Ellen F. 
Anderson. Both studies may be obtained 
without charge from the Department of 
Agricultural Economics. The address is: 
State College, Pennsylvania. 


Rhode Island State College 


Two studies, which were mentioned in the 
January issue of the JouRNAL, are now avail- 
able in printed form, and they may be ob- 
tained from the Agricultural Experiment 
Station at Kingston. Their titles are: ‘“The 
Production and Sale of Poultry and Eggs in 
Three Rhode Island Areas,” and ““The Rela- 
tion of Quality to the Retail Price of Eggs 
in Rhode Island.” 


Temple University 


Professor Neal Bowman has completed 
his dissertation and is submitting it in 
partial fulfillment of the Ph.D. degree at 
Rutgers University. The title is: “A Study 
cof Commercial Pharmacy in the United 
States.” It is based on 250 personal inter- 
views representative of the 47 shopping dis- 
tricts in Philadelphia and 64 replies to 
mailed questionnaires received from Deans 
of Colleges of Pharmacy in the United 
States. Significant differences between pro- 
fessional and commercial pharmacy are 
emphasized. 


University of Toledo 


Professor H. A. Frey completed in May, 
1938, a study of “The Attitude of Toledo 
Consumers to Restaurant Food and Service.” 
Data were secured in approximately 1,200 
personal interviews made by research stu- 
dents in marketing. Questions covered not 
only preferences on each course of food 
served, but various service features such as 
table service, music, air conditioning, serving 
of liquor in restaurants, suggestions for im- 
provement, and price questions. The final 
report, in mimeographed form, may be ob- 
tained at a cost of twenty-five cents from the 
Department of Marketing. 
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University of Washington 


Two research projects were completed in 
June under the direction of Professor Henry 
A. Burd. The first, “Clothing Buying Habits 
of University of Washington Men” shows 
significant shifts in buying habits, brand 
preferences, and price ranges. Comparisons 
were made with similar studies completed in 
other years. The second, “‘Marketing of Pre- 
Pared Potatoes,” presents an analysis of the 
problems involved in launching astaple prod- 
uct in an entirely new form. Data were ob- 
tained in personal interviews with restau- 
rants, hotels, hospitals, retailers, and con- 
sumers. 


University of Wisconsin 


Several research studies are being made 
by students under the direction of Professors 
R. R. Aurner and D. R. Fellows. The pur- 
pose of the first, “Industrial Purchasing” by 
Evan O. Roberts, is to analyze the procure- 
ment functions of a modern industrial cor- 
poration. Particular attention is given to sub- 
jects such as reciprocity, buyer-salesman 
relationships, purchasing department his- 
tory and organization, recent laws affecting 
purchasing, and budget problems of pur- 
chasing. The content of the second, made by 
David V. Malec, is indicated by its title 
which is “A Marketing Analysis of Evin- 
rude Motors Division of Outboard, Marine, 
and Manufacturing Company.” The third, 
“The Regulation of Business Practices in 
the Field of Prices,” by Henry A. Kroner 
deals largely with a study of price cutting 
and price maintenance, with emphasis on 
the hardware field. The fourth, “A Study of 
Automobile Marketing, With Particular 
Reference to Dealer Profits,” by J. C. Down- 
ing, is concerned with an analysis of the dis- 
tribution both of new and used cars in order 
to determine why the dealer’s profits have in 
general been inadequate and to suggest a 
method of improving the situation. 

Several marketing studies are in process 
in the Department of Agricultural Eco- 
nomics. “Large Scale Developments in the 
Marketing of Dairy Products” is the title 
of a joint study by A. C. Hoffman of the 
Bureau of Agricultural Economics, and Pro- 


fessor R. K. Froker. The second, ‘‘Con- 
sumers’ Preferences for Tobacco Products,” 
by Henry H. Bakken, is a long time study 
which was undertaken to determine trends 
in consumption and market opportunities 
for certain types of tobacco. Some 2,000 re- 
plies to a mailed questionnaire have been re- 
ceived to date. The third, ‘““The Merchandis- 
ing of Cheese,” is being made under the 
direction of Professors Asher Hobson and 
Marvin A. Schaars. Its purpose is to measure 
the effectiveness of different retail sales 
practices. It is based on records of sales of 
150 retailers under various supervised con- 
ditions. 

The following studies have been com- 
pleted and are available in printed form 
from the Agricultural Bulletin Department 
of the University: (1) “Distribution of Milk 
Under Public Utility Control,” by Professor 
W. P. Mortenson, (2) ““The Cost of Manu- 
facturing and Marketing Evaporated Milk,” 
by Professor Henry H. Bakken, and (3) 
“The Cost of Manufacturing and Marketing 
Sugar,” by Professor Henry H. Bakken. 


B. RESEARCH IN GOVERNMENT 
BuREAUS 


Edward L. Lloyd 
Bureau of the Census: 


During January approximately 237,000 
schedules were mailed to manufacturers and 
to electric utility companies for information 
to be published in the “Census of Manu- 
facturers, 1937” and in the “Census of 
Electrical Industries, 1937.” By the end cf 
May approximately two-thirds of these 
schedules had been filled in and returned. 

Every effort will be made to complete the 
Census of Manufacturers within the calen- 
dar year 1938. The 1937 report will include 
tabulations of sentence for cities of 25,000 
population and over; in previous censuses 
the lowest brackets for which tabulations 
have been shown extended only to include 
cities of 50,000 population and over. Also 
for the first time inventory data are being 
collected by the Census of Manufacturers. 
The schedules provide for figures to be en- 
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tered for inventories on hand at the first and 
at the end of the year. 

A report on the “Manufacture and Sale 
of Farm Equipment and Related Pro- 
ducts, 1937” has recently been released. 
The production values for the more im- 
portant classes of farm equipment, such as 
tractors, harvesting machinery, plows and 
listers, etc., are shown separately. Related 
closely to this report on the Manufacture 
and Sale of Farm Equipment and Related 
Products is the sample study covering 3,000 
farms in selected counties of 40 states, con- 
ducted by the Census of Agriculture, 
January 1, 1938. While the limited survey 
is too small to produce an estimate with a 
great degree of precision, it is probably 
sufficient to show the general situation and 
the trend. In the same sample study ques- 
tions were asked concerning farm mortgage 
debts and farm taxes, income from sources 
other than farming, ownership of land, and 
farm expenditures. It is hoped that data on 
a number of these items can be published. 

The Bureau now has under way a survey 
of retail and wholesale trades for 1937-38, 
on a major sample basis. The periods covered 
are the four quarters of 1937 and the first two 
quarters of 1938. Reports are to be obtained, 
by means of a mail canvass, from several 
hundred thousand retailers and wholesalers 
throughout the country who reported at the 
Census of Business for 1935. All information 
will be collected and compiled for identical 
establishments. The returns will be edited, 
tabulated, and analyzed for presentation in 
regular Business Census form in the Phila- 
delphia Branch of the Census Bureau. 

Retailers will be asked to report net sales 
showing cash, open account, and install- 
ment sales separately, pay roll data, pro- 
prietors’ and firm members’ withdrawals, 
and stocks on hand for specified periods. 
The inquiries on the wholesale questionnaire 
call for sales data by quarters and pay roll 
information for the entire year 1937 and the 
first half of 1938. Sales data relative to spot 
cash, credit less than ten days and credit of 
ten days or more, for the entire year 1937 
and for the first six months of 1938, and 
stocks on hand for specified periods will 


also be reported. Additional trend informa- 
tion for both retail and wholesale trade will 
be made available by the presentation of 
sales and pay roll information for the year 
1935, when the last Census was taken, and 
for the entire year 1937. 


Bureau of Foreign and Domestic Commerce: 


A study of major interest “American 
Direct Investments in Foreign Countries 
1936” was recently made public by the 
Bureau. The report is based on an exhaus- 
tive questionnaire survey during the course 
of which American corporations cooperated 
generously. It gives the number of Ameri- 
can corporations having direct investments 
in foreign countries, the amount of capital 
invested, the countries and industries in 
which investments were made, and analyzes 
briefly the type of organizations found 
among direct investments, and the financial 
structure of the foreign enterprises. Also in- 
cluded is an analysis of the factors affecting 
direct investments during the years 1930-36, 
inclusive. 

In May the Bureau released a publication 
“Construction Activity in the United 
States, 1915-37.” The bulletin is primarily a 
statistical account of the volume of construc- 
tion activity in this country during the past 
two decades and contains information of es- 
pecial value to business men and general stu- 
dents of economic problems in the construc- 
tion industry. Particular attention has been 
given to the evaluation and compilation of 
available statistics, and detailed information 
is given for various types of construction, as 
residential, farm, utility; and by types of own- 
ership, as private, public utility, and Federal, 
state and local government. The report in- 
cludes a discussion of trends and fluctuations 
of construction, together with comparisons 
with other lines of economic activities, shows 
the development of logical classifications of 
construction activity, gives a summary of 
statistical data, and a brief discussion of the 
characteristics of the industry. 

Beginning with January of this year 
“Retail Sales of Independent Firms in 25 
States by Kinds of Business” has been cur- 
rently presented in the roth of the month 
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issue of “Domestic Commerce” a tri- 
monthly publication of the Bureau. Data are 
shown each month for 23 kinds of business 
and for city size groups, together with an 
analysis of current retail activity based on 
these and other sales data collected by the 
Bureau. For the past several years inde- 
pendent retail store sales by months and 
by kinds of business have been collected by 
the Bureau and separate releases issued for 
each of the states covered. This service is 
now in operation in 26 states, and it is 
planned to expand it to include all of the 
states in the Nation as rapidly as possible. 
Since early in 1936 the Bureau in coopera- 
tion with the National Association of Credit 
Men has also published current data on 
trade activity of wholesalers and manu- 
facturers. This material has been greatly ex- 
panded and since December regular monthly 
releases have included detailed information 
by kinds of business for both wholesalers 
and manufacturers for dollar sales, volume 
of accounts receivable outstanding, and 
volume of collections on accounts receivable. 
In addition, there are shown each month 
data on cost of stocks held by wholesalers. 
The publication of a series of foreign 
trade bulletins for individual countries has 
been inaugurated. These bulletins, the first 
of which appeared in February, give pre- 
liminary figures for 1937 on trade of the 
United States by commodities with leading 
foreign countries and bring up to date ma- 
terial in “Foreign Trade of the United 
States, Calendar Year 1936” which was re- 
leased in April. Countries for which bulletins 
have already been issued are Argentina, 
Belgium, Brazil, Canada, Chile, China, 
Cuba, Japan, Mexico, Netherlands, Union of 
Soviet Socialist Republics, Turkey, and the 
United Kingdom; bulletins in process of 
preparation include Australia, British South 
Africa, France, Germany, Italy, the Nether- 
lands Indies, and the Philippine Islands. 
Another series of bulletins being issued 
present pertinent and comprehensive in- 
formation on forest products and are of 
value to both American exporters and the 
domestic trade. Reports in preparation in- 
clude industry studies on American wooden 


boxes, hardwoods, hardwood flooring, pines, 
and the United States pulp and paper in- 
dustry. American cypress, Douglas fir ply- 
wood, and California redwood have been 
covered in earlier bulletins. 

A publication which is due to make its 
appearance in the early summer is “Rubber 
Statistics, 1900-1937, Production, Absorp- 
tion, Stocks, and Price.” This pamphlet 
contains a great deal of basic statistical data 
necessary to a study of the development of 
the rubber manufacturing industry and 
should prove useful to rubber manufac- 
turers, importers, dealers, and others in- 
terested in the rubber trade. 

The 1938 “Supplement to the Survey of 
Current Business” will be released in July. 
This volume presents the statistical record 
of economic trends in the United States and 
in Canada by months for the years 1934 to 
1937, inclusive, together with the monthly 
averages on annual indexes back to 1913 
where available. Comprehensive notes on 
sources of the material and methods of com- 
pilation are also included. The June issue 
of the Survey carried the official estimates of 
the National Income for 1937, while two 
articles of especial interest “Income of 
Independent Professional Practitioners” and 
“The Present Status of Fair Trade Laws” 
appeared in the April and May issues, re- 
spectively. 


Bureau of Home Economics: 


Preliminary data from the third series of 
reports by the Bureau on the Consumer 
Purchase Study are currently being issued. 
These cover in considerable detail family 
expenditures for specific commodities, such 
as food, clothing, housing, automobile, and 
household furnishings. 

Within the coming year reports on income 
and summaries of family expenditures 
analyzed by income, family type, and occu- 
pation will be issued for families on farms, 
in villages, and small families in the follow- 
ing five regions: New England, North Cen- 
tral and Middle Atlantic, Southeast, Moun- 
tain and Plains, and Pacific. More detailed 
reports on expenditures for specific com- 
modities will also be published for these sub- 
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jects or commodities: Housing, including 
data on living quarters occupied, housing 
expense, and expense for household opera- 
tion; automobile and other travel and trans- 
portation expenditures; food, including 
analysis of the nutritive value of diets; 
clothing, medical care, furnishings and 
equipment; reading, education, recreation; 
changes in family assets or liabilities; and 
other groups of expenditures, such as ex- 
pense for tobacco, personal care, gifts and 
community welfare. 

Preliminary releases relating to expendi- 
tures of city, village, and farm families for 
specific commodities are available for se- 
lected areas of the country. 


Bureau of Labor Statistics: 


This Bureau is bringing to a conclusion 
two major studies of consumption, one a 
study of the money disbursements of wage 
earners and lower-salaried clerical workers in 
$5 cities was begun in the fall of 1934, for 
the purpose of revising and extending its 
indexes of the cost of goods purchased by 
this group, and the other, an investigation 
of broader scope, was initiated in the winter 
of 1935-36 and covers the consumer pur- 
chases of families of all income and occupa- 
tional groups in 32 cities. The subject mat- 
ter covered by the two studies is identical, 
but the groups covered and the methods of 
sampling and of analysis are different. 

The study of money disbursements of 
wage earners and clerical workers covers all 
the details of the money receipts and dis- 
bursements of 16,000 families with incomes 
ranging from $500 to well over $3,000 for a 
few families with several earners. It also 
includes data on home ownership, housing 
facilities, and quantities of food, clothing, 
and furniture and furnishings purchased at 
different seasons of the year. The second 
analysis takes account not only of the 
amount of money spent during the year for 
goods and services, but also the number, 
age, sex, and occupation of the persons for 
whom it is spent. The analysis of the details 
of the money disbursements in this study 
have been made by the different economic 
levels prevailing among the groups studied. 





The Bureau has also shared the responsi- 
bility of the coordinated study of consumer 
purchases, undertaken for the Works Prog- 
ress Administration by the Bureau of Labor 
Statistics and the Bureau of Home Eco- 
nomics, in cooperation with the National 
Resources Committee and the Central Sta- 
tistical Board. 

This study is broader in scope than any 
of the studies of consumption which have 
preceded it and will provide the nearest ap- 
proach to a complete picture of American 
levels of living which has as yet been at- 
tempted. It differs from those previously 
undertaken, not only in its inclusion of all 
income groups and occupational classes, but 
also in that it is based upon a sample of 
sufficient size to allow for a broader field 
of comparison. 

The plan of the study will make possible 
for the first time a comparison of the spend- 
ing habits of families of given size and com- 
position from one income level to another, 
from country to city, from city to city, and 
from region to region. The schedules used 
in all the cities covered in the investigation 
by the Bureau of Labor Statistics and the 
Bureau of Home Economics are practically 
identical. For the rural areas certain modi- 
fications of both the schedule and the 
method of sampling were necessary in order 
to meet the different conditions imposed by 
country life, but the information collected 
in city and country is as nearly comparable 
as it was possible to make it. 

The collection of the expenditure data 
was so planned that the number of schedules 
secured from families of each type, and oc- 
cupational group, at each income level, 
would be large enough to provide reliable 
averages. From the material collected a 
“controlled” sample was obtained, the use 
of which has resulted in securing data which 
make possible comparisons of consumption 
from one income level to another with the 
distribution of family types and occupa- 
tions as it actually exists today, and, in 
addition, to estimate what changes in con- 
sumption would occur with a change in the 
distribution of families by income. 

The study of consumption was correlated 
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with an extensive study of the income dis- 
tribution of a large number of families se- 
lected at random. The income data, which 
were secured as a means of integrating the 
consumption data secured into averages at 
each income level covered, are of consider- 
able value in themselves, and will provide 
one of the most important products of the 
investigation. 

The expenditure schedules obtained from 
the “controlled” sample, supported by de- 
tailed check lists for all items of food, cloth- 
ing, and housefurnishings, have provided the 
information covering the quantities of goods 
and services purchased, and the amounts 
paid for specific commodities, as well as data 
on saving and borrowing in the year covered 
by the schedule. The results from this study 
will be published in three series of bulletins, 
the first covering data on income, occupa- 
tion, and family composition secured in a 
random sample, the second covering sum- 
maries of family expenditures and savings, 
and the third giving the details of family 
expenditures for specific commodities. 

Tables summarizing the data on the dis- 
tribution of native white and native negro 
families by income, family type, and occupa- 
tion for the 32 cities of the urban study were 
included in an article in the March 1938 
Monthly Labor Review entitled ““Consump- 
tion Habits of the American People.” Press 
releases have been issued giving figures on 
the distribution of family expenditures by 
major expenditure groups for Chicago, Provi- 
dence, and Denver. A release summarizing 
similar data for the 32 cities is to be issued 
shortly. 


Federal Trade Commission: 


During the month of April trade practice 
conferences were held on the ribbon industry, 
New York, April 14; automobile industry, 
Detroit, April 26; hosiery industry, Phila- 
delphia, April 27. Arrangements were com- 
pleted for a trade practice conference for the 
tomato paste manufacturing industry, which 
was held in San Francisco May 5. Pursuant 
to public notice, a hearing was held in 
Washington, April 1, with respect to the 
proposed rules for the wood cased lead pencil 


manufacturing industry. Upon request of 
the industry, the hearing was adjourned to 
April 22 in Washington, at which time all 
interested parties were afforded oppor- 
tunity to present their views in regard to 
the proposed rules. Representatives of a 
number of industries conferred with mem- 
bers of the Trade Practice Board regarding 
pending applications for trade practice rules, 
or with respect to the Commission’s trade 
practice conference procedure. 

Court proceedings involving Commission 
cases during April were as follows: Good- 
year Tire and Rubber Company, Akron, 
Ohio, was argued before the Supreme Court 
of the United States, April 25. The court on 
March 7 had granted the Commission’s 
petition for writ of certiorari, seeking a re- 
view of the decree of the Sixth Circuit 
(Cincinnati) of November 5, 1937, setting 
aside the Commission’s order requiring the 
Goodyear Company to cease and desist from 
discriminating in price between certain pur- 
chasers of tires. The lower court had de- 
clared the controversy between the Com- 
mission of the Goodyear Company to be 
moot. Biddle Purchasing Company, New 
York, and others was argued on the merits 
before the Second Circuit (New York) 
April 5. It is the first Commission case to 
reach the courts involving the Robinson- 
Patman Anti-Price Discrimination Act. The 
transcript of the record of the Sheffield 
Silver Company, Jersey City, N.J., was 
filed by the Commission with the Second 
Circuit (New York) April 7; a cross petition 
by the Commission was filed April 15, and 
the printed transcript April 25. On April 16, 
the Bear Mill Manufacturing Company, 
New York, filed its brief with the Second 
Circuit (New York). The proceeding origi- 
nated November 3, 1937, when the com- 
pany petitioned the court to review and set 
aside the Commission’s order, which pro- 
hibited the use of the word “Mill” or 
“Manufacturing” as a part of the corporate 
name, or in any other manner, so as to 
represent that the company manufactured 
the cotton and rayon fabrics it sold, unless 
and until it actually owned or controlled a 
mill in which they were made. The case of 
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L. & C. Mayers Company, Inc., New York, 
was argued on May ¢5 before the Second 
Circuit (New York). The suit originated 
December 21, 1935, when the company peti- 
tioned the court to set aside the Commis- 
sion’s cease and desist order directed against 
alleged misrepresentations by the company 
to the effect that it was a wholesaler of 
jewelry, selling directly to members of the 
purchasing public, with consequent saving 
of the retailer’s usual profit. Argument on 
the merits in the case of Charles N. Miller 
Company, Boston, Mass., was had before 
the First Circuit (Boston) April 15. The 
respondent’s brief was filed April 7. The 
proceeding originated January 11, when the 
Commission petitioned the court for en- 
forcement of its order in this candy-lottery 
case. 

Works Progress Administration —Under 
the auspices of the Works Progress Adminis- 
tration and an Advisory Committee repre- 
senting eight of the permanent agencies of 
the Federal Government, the Marketing 
Laws Survey will reach the point of field in- 
vestigation in the summer. As indicative 
of the planning phase of this work, the fol- 
lowing manuals have been prepared: Tenta- 
tive Subject Outline of the State Legal 
Studies; Preliminary Outline for Group I 
of Economic Studies; Economic Subject 
Outlines:—Functional Approach, Channel 
Approach, Industry-Commodity Approach, 
and Group Approach—The Consumer; and 
Definitions of Terms. 

Legal aspects of the survey will include a 
study of marketing laws, court decisions and 
administrative regulations. 

In studying the economic-business im- 
pacts of the laws, the program includes ob- 
servation of the attitudes of and the effects 
upon manufacturer, wholesaler, retailer and 
consumer. Preliminary observations suggest 
that in many instances adjustments in 
prices and in methods and channels of dis- 
tribution are taking place. It is hoped that 
tendencies of these types may be discovered 
and measured. The sampling procedure will 
attempt to assure inclusion of sections of the 
country not directly affected by marketing 
laws and contracts applying under those 


laws, so that adequate controls may be 
established as standards. 


C. ResEaARcH IN PRIVATE 
ORGANIZATIONS 
Ferdinand C. Wheeler 
Advertising Federation of America: 

Under the capable management of Alfred 
T. Falk, Director of its Bureau of Research 
And Education, this organization has re- 
cently published another supplement to its 
bibliography entitled “Books for the Adver- 
tising Man.” The series began in 1936 and 
the second publication appeared in 1937. 
The present supplement is cumulative; it 
lists the books published in this field during 
1935, 1936 and 1937, with a few older books 
which had been omitted from the previous 
issues and, for easy reference, it classifies all 
the items as to general subject matter. 
Every person engaged in advertising or any 
of its related fields should have at his elbow 
a copy of this bibliography and its earlier 
editions as well. 


Market Research Corporation of America: 


This organization has completed a study 
on present building potentials. It appeared 
as a series of three articles in the magazine 
Market Research beginning with the April 
issue. The data were procured through five 
thousand interviews with householders re- 
garding their building plans and shows in 
considerable detail not only the types of 
building and repairs contemplated but the 
relation of such plans to magazine reader- 
ship. 


Marketing Research Bureau: 


This organization, a division of Domestic 
Engineering Publications, presents a study 
of the progress of air conditioning under the 
title of “Air Conditioning Summary for 


1937.” This study includes such data as the 
types of establishments leading the increase, 
the sizes of installations being made, the 
cities and territories adopting installations 
and the ratio between the use of air condi- 
tioning in metropolitan and small city areas. 
It contains a number of charts illustrating 
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the text and is replete with tables covering 
the several aspects of the subject broken 
down as to both section and city. 

The Progressive Grocer: 

“Facts in Food and Grocery Distribu- 
tion” is the title of a recent booklet issued 
by this publication. This is the study that 
was referred to in the April issue of THE 
JouRNAL. It is acompilation of data concern- 
ing food and grocery sales, by states, volun- 
tary and cooperative groups, the number of 
stores in the several classifications and mis- 
cellaneous tables and facts regarding food 
purchases, the retail food price index and 
other similar matters. It is available now to 
anyone sufficiently interested to write for a 
copy to The Progressive Grocer at 161 
Sixth Avenue, New York City. 


National Association of Food Chains: 


This Association has completed a study of 
advertising expenditures of food chain stores 
in 1935, 1936 and 1937. Returns were re- 
ceived from 33 companies operating a total 
of 30,640 stores with a combined sales 
volume, in 1937, of $1,750,359,000. The 
study shows the use of advertising generally 
among the chain stores in question, the 
amount of newspaper advertising, advertis- 
ing in other media and an estimate of the 
total advertising expenditures to sales; the 
median figure was 0.92 per cent. It is in- 
teresting to compare this figure with the 
Harvard report on “Expenses and Profits of 
Food Chains in 1934” which stated this ratio 
as 1.07 per cent. This study presents a 
number of other interesting reflections which 
should prove helpful to chain store execu- 
tives and others concerned with distribution 
through such channels. 


Household Magazine: 


Under the title “Capitalizing on Per 
Capita,” the Bureau of Research and 
Marketing Analysis of the Household Maga- 
zine, directed by Rene Pepin, has com- 
pleted a study of per capita sales. It takes 
into consideration not only all cities and 
towns according to recognized and standard 
group brackets for the United States, but 


also for the nine geographical divisions. The 
study contains many interesting tables show- 
ing the relation of population, retail sales 
and per capita purchases for foods, drugs, 
apparel, hardware and lumber, automobiles 
and gasoline. Its underlying idea is that 
“Rural people depend in a large measure 
upon urban stores’—quoting W. H. 
Meserole, of the Department of Com- 
merce—and, conversely, that ‘Urban stores 
depend in a large measure upon rural 
people’’—quoting one of the conclusions of 
the study. 


“The Billboard”: 


This magazine has been sponsoring a series 
of surveys in Kansas City and in Cin- 
cinnati. The work was conducted by the 
Market Research Corporation and was pub- 
lished serially in ‘The Billboard” during 
April and early May. It is the intention to 
cover a number of major markets through- 
out the country presenting each situation in 
the following four phases: Night-time listen- 
ing habits, daytime listening habits, station 
popularity—as determined by the number 
of hours listened to and by preferences 
among night-time programs—and, finally, 
station popularity and program preferences 
as to daytime periods. The surveys are made 
on the basis of about 2,000 completed tele- 
phone calls in homes owning radios and 
their purpose is to give e an intensive picture 
of radio listening in one given locality— 
as distinguished from a general picture 
embracing many localities. With respect to 
the popularity of programs the results are 
likely to prove surprising to some people 
but, nevertheless, interesting. 


Hearst Magazines, Inc.: 


The Marketing Division of Hearst Maga- 
zines, Inc. has issued a compilation of data 
under the title “Drug Trade Marketing 
Facts.” It gives sales data by volume—of 
business groups in the drug field—by geo- 
graphical sections, by groups of states, by 
population groups and by quota groups. It 
contains tabulations and comparisons on 
such matters as: Chain and Independant 
Drug Stores (Census Year, 1935); average 
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Family Expenditures in Drug Stores (1935- 
1933-1929); The Number of Drug Stores in 
the Nine Marketing Areas and The Volume 
of Sales. It also gives magazine circulation 
data by quota groups of the United States, 
by geographical sections, by groups of states 
and by population groups. There is also a 
map showing 626 consumer trading areas of 
the United States classified into four groups 
according to a buying power index. Alto- 
gether, this study represents a most useful 
compilation for anyone concerned with dis- 
tribution in the drug field. 


Sales Management: 


Under the title “Sales Management Sur- 
vey of Buying Power” this organization 
presents a volume of data representing 
estimates of 1937 effective buying income 
and retail sales for sections, states, counties 
and cities; national buying power per- 
centages and buying power index for quota 
setting and for allocating advertising appro- 
priations; passenger car and truck sales 
and other data on population, incomes and 
living standards. The publication appears 
under date of April 10, 1938, is quoted at 
$1.00 a copy and is unquestionably worth 
it—as a compendium of general marketing 
data. 

Sales Management has also issued re- 
prints from copyrighted articles appearing in 
its April, May and June issues which should 
be of interest to marketing men in general. 
They appear under the following titles, 
“New York Grocers Tell What Brands They 
Like to Sell Most and Least,” “Sales 
Management’s Public Relations Index To 
Ninety Large Corporations,” “Chicago 
Druggists Vote on Brands They Like To 
Sell Most and Least.” These articles are all 
based on field studies made by Ross Federal 
Research Corporation. 


Hooper-Holmes Bureau, Inc.: 


The research division of this organiza- 
tion, under the direction of Chester E. 
Haring, has just completed a survey of 
morning listening to radio programs in the 
New York Metropolitan District. In this 
study each family, which had used its radio 


on the morning being studied, was shown a 
list of all programs broadcast on seven sta- 
tions and asked to indicate the stations to 
which they had listened. This is an aided 
recall method. The survey covered nineteen 
counties in the New York Metropolitan area 
and involved a total of Igg95 interviews. 
The survey developed a number of interest- 
ing results with respect to programs being 
heard and also showed that over half of the 
radio owners listened to morning programs. 
This latter reflection will probably surprise 
many marketing people who may have 
under-estimated the size of the morning 
audience. Another interesting point de- 
veloped was the extent of radio listening in 
non-telephone homes—homes normally out 
of reach of a telephone survey and, there- 
fore, accessible only through the personal 
interview method. 


Media Records: 


Nelson H. Seubert, Director of Research 
for Media Records has recently completed 
a study on “The American Market For 
Tea.” This is an analysis of the market 
for tea in the United States, the nature and 
character of recent and present promotional 
efforts and suggestions for greatly expanding 
the market. The study was reproduced in 
part in Printers Ink Monthly for January 
under the title ““Tea for the Likes of Ameri- 
cans.” 

The same organization has also com- 
pleted a study which they entitled “A Nine 
Year History of Cigarettes” (1929-1937). 
This is a year by year analysis of the sale 
and a year by year record of advertising, by 
brand, in newspapers, magazines and radio. 
This compilation should be highly useful to 
research men and advertising agencies con- 
cerned with cigarette marketing. 

Media Records has also completed a study 
of the “Soft Drink Situation in the United 
States,” a study intended to assist manu- 
facturers of soft drink beverages in their 
marketing operations. These are all practi- 
cal and thorough studies and, concerning 
such widely used commodities, should prove 
helpful to marketing executives as well as to 
research men. 
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McCall Corporation: 


Under the direcion of Arthur Hirose, this 
organization has recently completed three 
interesting studies. The first has just come 
off the press and it is called ““The Key to 
Key Cities.” It shows the number of families 
by states and by communities—in all com- 
munities of 10,000 or more. It also gives the 
circulation in those areas of the principal 
newspaper supplements, weekly magazines 
and general monthly magazines. 

The second is a study of trans-Atlantic 
steamship passengers. This study, completed 
late last year, uncovers a great deal of new 
material on people’s preferences in steam- 
ship travel, the reasons why they cross the 
Atlantic, how they planned their trip, why 
they picked one line in preference to an- 
other, why they go at the time they do, 
etc., etc. 

The third study is presented under the 
title “Trends in New Car Buying.” This 
study shows how much shopping is done 
by new car buyers, what makes or brands 
of cars show up best in replacement sales 
to old owners, what makes or brands of 
passenger cars show up best in sales to first 
time owners. Particularly interesting are the 
reasons given by people for looking at vari- 
ous makes of cars and their reasons for liking 
and not liking cars. These are all well con- 
ducted studies and are available to any 
marketing man interested in these subjects. 


E. I. Du Pont de Nemours & Co., Inc.: 


Recognizing that all house-to-house sell- 
ing operations are governed by the time 
element, the “Cellophane” Division of the 
du Pont Company recently conducted an 
investigation in the house-to-house bakery 
field to determine the most successful 
methods of selling at the door. Investigators 
rode bakery wagons and trucks in large 
cities, suburban communities and rural sec- 
tions in various parts of the country, keep- 
ing an accurate record of exactly what hap- 
pened on every call. The observers carried 
stop watches and timed every operation of 
the salesmen, length of time waiting for door 
to open, time elapsed to next stop, type of 
packaging used, type of suggestions made, 


nature of closing effort, etc. An exact record 
was made of all sales, broken down into 
staple and specialty classification. The 
great variety of operations observed per- 
mitted averages to be drawn up indicating 
just what particular method of presentation, 
based on actual sales, produced the best 
results. A complete selling plan, using time 
to best advantage, was developed from this 
data. The findings permitted some interest- 
ing conclusions. It was found that regard- 
less of territory, or method of transportation, 
every 100 interviews required 5 hours, and 
that the average time spent at the door with 
the housewife was only 29.6 seconds. The 
average length of time allowed the sales- 
man to secure interest sufficient to develop 
into a sale was 10 seconds. The position of 
the basket was found to be most important 
in relation to the sale of more than one item. 
For example, only 8 women out of 1000 were 
willing to bend down to the floor to pick a 
product out of the basket, while 4 out of 5 
who handled baked goods from baskets held 
at waist level purchased one or more items. 
Packaging of products was found to be most 
important because of the limited time al- 
lowed to secure interest at the door. Visi- 
bility of baked goods permitted the ap- 
petizing appearance of the product to regis- 
ter positively with the suggestion of the 
salesman, resulting in an average of 19 more 
sales every 100 interviews and 50% increase 
in sales of two or more items. Because of the 
tremendous responsibility placed upon the 
house-to-house baker’s salesman in_ pro- 
ducing a profitable operation, the findings 
of this investigation have been made into a 
sound motion picture, stressing the 5 most 
important steps in every interview. Show- 
ings of the picture, titled “Split Second 
Selling,” are intended for sales meetings of 
house-to-house bakers’ selling organizations. 


Columbia Broadcasting Company: 


Two impressive volumes have just been 
published by CBS describing a listening 
study. Volume I contains the study of mini- 
mum evening listening areas while the day- 
time listening areas are covered in Volume II. 
They are parallel studies and both appear 1n 
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an elaborate and complete form. They con- 
tain maps of the individual CBS stations 
and of the entire Columbia Network; also a 
complete series of a new type of radio 
measurement—the Zones of Dealer Influ- 
ence delivered by each CBS station in the 
evening (Volume [) and in the daytime 
(Volume IT). The maps indicate the number 
of actual listeners as well as relative levels 
of listening for each Columbia station. They 
show also night and day listening sepa- 
rately, since every broadcasting station 
serves different areas day and night. The 
studies are based on actual listening only, 
not possible cr potential listening. Further, 
they show the guaranteed minimum listen- 
ing areas cf each station, where an average 
new program will be heard in its first few 
broadcasts—not the accumulated coverage 
for all the station’s programs—and the 
studies are based on degree of coverage of 
the total market, not merely on the radio 
families within that market. The dealer zone 
maps are based entirely and directly on 
dealer reports of listening to the individual 
Columbia Network Stations. They are based 
on a complete cross-section of dealers in- 
cluding food, drug, automotive, gasoline and 
general stores throughout the United States 
and embrace reports received from 2,770 
counties. Taken together, these two reports 
represent probably the most comprehensive 
and thorough-going study of the kind so 
far published. 


Dun &§ Bradstreet, Inc.: 


The Research and Statistical Department 
of this organization is sustaining its program 
in several directions. 


Survey of Wholesalers’ Operating Costs: 


This study is now in progress. Four 
wholesale trades are being covered: Liquor, 
Automotive Parts and Accessories, Dry 
Goods and Paint. The houses are being 
grouped according to method of operation— 
as measured by major customer groups and 
important commodity lines in sales volume. 
They are also being grouped according to 
profit status: Successful, survival and un- 
profitable. The successful concern is defined 


as one which is earning a return on its net 
worth sufficient to attract additional capi- 
tal. Survival concerns are the intermediate 
group earning less than a desirable return 
on net worth, but able to continue in busi- 
ness indefinitely while showing some profit. 
The result of this study will probably be pub- 
lished sometime during the summer. 


Business Trend Survey: 


The preliminary report, giving trends of 
sales, inventories and receivables for over 
100 lines of industry and trade, was pub- 
lished in the March issue of Dun’s Review 
and distributed widely in the form of a 
special reprint. The preliminary report in- 
cluded figures from over 17,000 concerns 
with aggregate sales volume of more than 
$11,000,000,00c. This was better than 10% 
of the total business transactions in the 
general area of manufaccuring and trade 
covered by the survey. The first two sections 
of the final report appeared in the May issue 
of Dun’s Review. They are based on usable 
returns from over 28,000 concerns (out of 
more than 42,000) and the aggregate sales 
volume reported by the sample totals over 
$22,000,000,000. In building up the esti- 
mated sales and inventory figures for 1937 
each industry has been given its proper cen- 
sus weight, both in the preliminary and final 
computations. In addition, the final com- 
putation attempts the experiment of weight- 
ing the trend percentages for each size of 
concern according to the census breakdown 
within that trade. In the field of manu- 
facturing, where no size breakdown is avail- 
able from the census, estimates of the pro- 
portion of volume by size groups were com- 
piled from Treasury income statistics and 
other sources. Besides permitting dollar esti- 
mates of inventories at the end of 1937, and 
sales for the years 1936 and 1937, the survey 
has yielded some unusually complete figures 
on credit policies and experience. It has 
been possible to estimate the cash, credit 
and installment breakdown by trades for 
1935, 1936 and 1937 and to show the trends 
of credit policies from year to year, both by 
dollar volume and by number of concerns. 
The two final sections, expected to follow in 
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coming issues of Dun’s Review, will deal with 
expenditures of business concerns for addi- 
tions and improvements during the past two 
years and case studies of the differences in 
business trends which appear to be related 
to the size of the concern. 
Dividend Policies During the Depression: 
An analysis of the related profits-and- 
dividends performance of corporations dur- 
ing the depression and recovery period, 1929 
to 1935, was presented in the April, 1938 
issue of Dun’s Review. The aim was to dis- 
cover, not merely what profits did, or what 
dividends did, but particularly what they 
did together as corporate fortunes sank and 


recovered during those tense and significant 
years. Because the records of 348 identical 
corporations are traced over the 7-year 
period, the data tell an inside story of cor- 
porate behavior of which the usual aggre- 
gate computations give only occasional 
glimpses. Analysis was also possible of the 
profit-making abilities and dividend-paying 
propensities of the various industry groups 
and size classes. The picture is drawn from 
the confidential information submitted last 
year by several hundred corporations in con- 
nection with the Dun & Bradstreet study 
of the effects of the Undistributed Profits 
Tax. 
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Reviews of Books and Digests of 
Leading Articles in Marketing 


THEODORE N. BECKMAN, Editor 











A.—Book Reviews 


PsycHOLOGICAL Aspects OF BusINEss, by 
Edward K. Strong, Jr., New York: 
McGraw-Hill Book Co., Inc., 1938. viii, 
629 pp. $4.00. 

This book presents in one volume a re- 
vision of Dr. Strong’s earlier Psychology of 
Selling and Advertising (1925, McGraw- 
Hill Book Company, Inc.), together with 
material in other fields of business in which 
the author is already known for his con- 
tributions. 

Reference to the “Contents” shows that 
the author has done a unique and useful job 
of presenting, on the one hand, a funda- 
mental psychological approach to those 
problems which apply to all phases of busi- 
ness; and, on the other, specialized treat- 
ment of problems of the separate aspects of 
business. 

The chief considerations of general appli- 
cation are: “How Man Satisfies His Wants” 
and “Principles of Influencing Others.” More 
specialized material is included under: 
“Tactics of Selling” and “Employer-Em- 
ployee Relationships.” The author has 
effectively grouped under “Research Tech- 
niques” the treatment of copy testing, 
questionnaires, rating scales and job analysis. 

The actual presentation of the material 
is commendable in many ways. Dr. Strong 
takes careful account of progress which has 
been made since his earlier writings, and 
critically evaluates the writings of others 
during this same period. An interesting ex- 
ample of the latter occurs in the discussion 
of “types of advertising copy” (pp. 212 and 
213). The contrasts between suggestive and 
argumentative copy, between emotional and 


rational copy, between human-interest and 
reason-why copy, and between short-circuit 
and /ong-circuit copy have not always been 
clear or easy to apply. The author has done 
much to clear up this difficulty by classify- 
ing copy according to its main purpose. Some 
advertising copy emphasizes the feeling of 
the want, whereas other advertising copy 
may lay chief stress on the means of satisfy- 
ing the want. 

At the same time that Dr. Strong is 
evaluating the writings of others, it is evi- 
dent that he is revising his own earlier 
viewpoint. Whereas he once observed the 
uselessness of the above efforts at classifica- 
tion, he now substitutes a workable classi- 
fication as just described. The liberalizing 
of views once stated is one of the surest evi- 
dences that progress is being made in the 
field. 

The advanced student will find this book 
an excellent text, and a challenge to his 
ability to think out conclusions carefully. 
One need not always agree with the author, 
but he will always find a definite statement 
of the author’s psychological viewpoint to- 
gether with references to the outstanding 
literature in the field. The book contains 
frequent quotations from many sources. It is 
supplemented also by samples of such ma- 
terial as sales talks and rating scales. Five 
sales interviews are given in the appendix. 

D. B. Lucas 
New York University 


CREDITS AND COLLECTIONS IN THEORY AND 
Practice, Third Revised Edition, by 
Theodore N. Beckman, New York: Mc- 
Graw-Hill Book Company, 1938. 616 pp. 
$4.50. 
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Though the day is waning when credit 
investigations and credit judgments are con- 
sidered to be sound only when concerned 
with the superficial facts of a particular 
credit risk, it has not completely passed. The 
twilight zone remains in the vistas of many 
credit men who are torn between the im- 
pulse to give vent to their emotional 
hunches in the formulation and expression 
of their credit judgments and the desire to 
collect and weigh in a scientific fashion the 
pertinent facts underlying the credit de- 
cision. Both by its content and its treatment 
this Third Edition of Professor Beckman’s 
book throws the scales in favor of unbiased, 
factual credit investigation and judgment, 
and against credit necromancy. It is, there- 
fore, an admirable textbook for use in uni- 
versities motivated by the wellspring of ap- 
plied science whose primary concern is the 
culture and development in the mind of the 
student of a body of knowledge useable in the 
marts of business. 

Professor Beckman’s book is divided into 
five parts: the first part dealing with 
the FUNDAMENTAL PRINCIPLES OF 
CREDITS AND COLLECTIONS; second, 
SOURCES OF CREDIT INFORMATION; 
third, ORGANIZATION AND MANAGE- 
MENT OF THE CREDIT GRANTING 
FUNCTION; fourth, TECHNICAL AND 
LEGAL ASPECTS OF COLLECTIONS; 
and fifth, CREDIT AND COLLECTION 
CONTROL. 

In so far as this volume is designed to fur- 
nish an adequate introduction to the back- 
ground and working principles of commercial 
credit to novitiates and at the same time 
provide access to broader perspectives to 
practicing credit men, it competently ful- 
fills its end. The subject matter of each chap- 
ter is logically arranged, emphasized and 
highlighted by suggestive paragraph head- 
ings, and its utility is decidedly enhanced 
by a selected bibliography and questions and 
problems on the chapter’s contents. Through- 
out the volume the text is copiously illus- 
trated by the forms actually used in the 
various phases of credit work. Worthy of 
especial commendation are the new chap- 
ters on CONSUMER CREDIT, SOURCES 


OF CONSUMER CREDIT INFORMA- 
TION, and OPERATIONS OF FINANCE 
COMPANIES—SALES AND PERSONAL. 
The appendix of five pages contains the cus- 
tomary terms of sale in various lines of 
domestic trade and industry, and the book 
is further embellished by a ten-page index. 

There are deficiencies, of course, which 
any textbook in the field of commercial 
credit is likely to reveal. For example, it is 
difficult to do justice to the important 
ramifications of financial statement analysis 
and interpretation in three chapters, or to 
consider exhaustively the basis in fact of the 
increasingly pressing problems raised by 
consumer credit in general and instalment 
selling in particular. However, in fairness to 
the author it must be said that he has em- 
ployed every resource to avoid indictment 
on the grounds of omissions, as witness for 
example his chapters on CREDIT IN- 
SURANCE and CREDIT LIMITS. 

Predicated on two decades of teaching in 
the field of commercial credit, it may be 
said without exaggeration that this volume is 
one of the most useful of its kind in the litera- 
ture of credits and collections. 

Dr. FRANK PARKER 

Professor of Finance 

Wharton School of Finance and Commerce 

University of Pennsylvania 


Tue Hanpsook or ApveErRTISING, by E. B. 
Weiss, F. C. Kendall, Carroll B. Larrabee, 
Editors, New York: McGraw-Hill Book 
Company, Inc., 1938. 530 pp. $5.00. 


In the preface to this book the editors 
make the statement: “It was their belief 
that an advertising handbook could be 
compiled which would be so thoroughly 
practical as to be of everyday use to the 
experienced advertising man but with the 
information presented so simply as to be 
thoroughly understandable by both the be- 
ginner in advertising and by those business 
men to whom advertising is simply one of a 
number of daily business activities.”” The 
editors could have added another group to 
whom the book will be of value, namely, 
advertising teachers. 
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A handbook on any subject, by the very 
nature of its contents, usually provides 
rather uninteresting reading, but in this 
volume the editors and contributors have 
animated the factual material by including 
so many practical experiences of such a 
varied group of specialists that the reader 
absorbs information in an entertaining 
manner. Seventeen leaders in their respective 
fields have contributed to make this book an 
up-to-date source of fact and information 
with no distortion of importance in any one 
phase due to overemphasis on any con- 
tributor’s specialty. This uniformity of pres- 
entation is achieved by the recognition 
often referred to directly, that the purpose 
of advertising, whatever form it takes, is to 
sell goods. 

Every chapter of the book is supplied 
with countless examples of the various 
phases of advertising under discussion. For 
example, in the chapter on copy, the be- 
ginner is informed and the professional is 
reminded that all effective copy must con- 
tain the three elements of interest, convic- 
tion and truth. The reader is then shown in 
detail how these elements may be secured. 
In the chapter on art, in addition to the 
elementary rules on the production of in- 
teresting and attractive layouts the reader 
is reminded that advertising art is a living 
art and should come from what the people 
are doing, thinking and talking, and should 
not be simply an expression of a concept of 
art in the mind of the advertiser. Let the 
artist or layout man satisfy his soul by pro- 
ducing his own interpretations in the privacy 
of his art room or layout desk, but if his 
creation is to be part of an advertisement to 
sell goods, the public must be able to under- 
stand it and connect it with buying action. 

The chapters on media, appropriations, 
inquiries, and copy testing bring out the 
practical experiences of the specialists in 
these fields and by relating incidents and 
explaining problems growing out of the 
difficulties of getting adequate appropria- 


tions for media and research, inject a note of 


sympathy and understanding that will be 
much appreciated by any one who has had 
to face similar problems in his own ad- 


vertising experience. The growing impor- 
tance of radio as a conveyor of the adver- 
tising message is thoroughly discussed in 
the chapter devoted to this newest of media. 
Even the experienced advertiser will find 
new ideas in this frank discussion of radio’s 
possibilities and limitations. Several pages 
are devoted to an analysis of network and 
spot broadcasting and an explanation of the 
place of each in relation to the advertiser’s 
distribution. 

The chapter on merchandising the ad- 
vertising is an excellent presentation of the 
problems surrounding this often neglected 
part of the advertising program. Strong 
emphasis is placed upon recognition of the 
importance cf wholesaler and retailer atti- 
tude toward the advertising. An outline of 
39 ideas and plans actually used by ad- 
vertisers and a list of possible tools for use 
in merchandising the advertising are pre- 
sented here. 

The chapters on direct advertising, type, 
agency, and department organization, win- 
dow display, premiums, contests, and pack- 
aging are all interestingly handled by authori- 
ties in these fields. Unfortunately, limited 
space prevents a detailed review of these 
chapters. 

The book contains an introduction by 
Earnest Elmo Calkins who draws on his long 
experience in advertising to present an in- 
teresting picture of the changes and im- 
provements in advertising since 1770 when 
Dr. Samuel Johnson made his famous state- 
ment regarding the perfection of advertising 
at that time. Toward the end of his introduc- 
tion Calkins asks the question, “Has copy 
kept up with art?” One infers that he be- 
lieves it has not. His suggestion for im- 
provement might be followed by the execu- 
tives, with no experience in writing copy, 
who insist they can write better copy than 
the professional copywriters. 

Donatp R. FeLLows 
University of Wisconsin 


TEsTED SALES COMPENSATION PLAns, Com- 
piled by the Editors of Printers’ Ink, 
New York: McGraw-Hill Book Company. 


+ 


1937. $2.00. 
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This is the first volume in a projected 
series to be issued under the group title of 
A Library of Tested Sales, Advertising, and 
Marketing Plans. The books in the series are 
planned for the business executive or the 
advanced student in specialized college 
courses. Indeed, the authors are frank in 
saying, ““To the marketing neophyte such 
case books will be of little value.” 

The entire series is to be “built on the 
assumption that a large class of marketing 
executives understand pretty thoroughly the 
theory and practice of their jobs.” What 
these executives do want, according to the 
authors of this series, are specific plans of 
what other companies are doing to meet the 
particular problem or problems which they 
are trying to solve. “The main part of each 
volume will comprise plans—tested plans— 
that have proved their value in practice.” 

This viewpoint is probably correct be- 
cause only the more progressive marketing 
executives would read such books. And yet, 
many sales managers have not formulated 
any philosophy of their jobs. These execu- 
tives need theory more than practice, they 
would benefit more from a study of the 
underlying objectives of a system of com- 
pensation for salesmen than they would 
from a reading of specific plans used by 
various concerns under a wide variety of 
conditions. 

This book does not overlook this need for 
theory. In the Introduction, all too brief 
though it is, Mr. C. K. Woodbridge pre- 
sents a sane, forward-looking philosophy of 
sales management which would, if followed 
by more sales managers, result in greater 
sales by more loyal and satisfied salesmen. 
He insists that any compensation plan 
should be laid out so that 

1. The salesman will give his best efforts 
to the house and 

2. He will be assured of a fair and equi- 
table return on his investment in time and 
effort. 

Too many plans, says Mr. Woodbridge, 
are designed to get the maximum of value 
from the salesman with the minimum possi- 
ble pay. “This is not only bad philosophy, 
but also it is poor business.” Mr. Wood- 


bridge has given as much thought to this 
sutject of sales compensation plans as any 
man in the country, and it is highly fitting 
that he should be asked to contribute this 
immensely valuable 30-page Introduction, 
which covers the topics: Factors That Influ- 
ence the Choice of the Right Plan, The 
Types of Plans Classified, and Where Each 
Type is Strong and Weak. 

The authors have also included a little 
gem of a section between the Introduction 
and the 175 pages containing the 64 plans. 
This sets up 19 objectives which an ideal 
compensation plan should accomplish. This 
section should be read every time the sales 
manager opens the book to seek suggestions 
from the 64 plans, for it is plainly his task 
to adapt the features of some of these plans 
to his problem rather than to adopt any 
plan in toto. 

This book augurs well for the entire series, 
provided the basic principles are laid down 
as well in each as they are in this one. The 
statement of these principles should not be 
cut down; it might be expanded in some 
cases. 

Freperic A. RusseEty 
University of Illinois 


RETAILER CoopERATIVES, How to Run 
TuemM, by Hector Lazo. New York: Har- 


per & Brothers. 1937. 241 pp. $3.00. 


The practical operating methods of re- 
tailer owned cooperatives are here discussed 
by one who is well qualified to speak with 
authority through experience of many years 
in the food trade and as executive head of 
the largest single group of organized inde- 
pendents in the United States. 

As the name implies, this volume is essen- 
tially a working manual, with the author’s 
philosophy of cooperation woven into the 
discussion of specific problems. The body 
of the book describes proper organization 
procedure and membership set-up, methods 
of financing, warehouse location, layout and 
operation, internal organization, relations 
of management to members and directors, 
financial control, sales policies, operation 
of individual departments, membership 
policies, and relations with competitors. The 
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closing chapter discusses the personal, legal, 
financial, trade, and other limitations to re- 
tailer-owned cooperatives and the probable 
future of such organizations. 

The book is well organized, clear, and pre- 
sented in a manner easily understood by any 
reasonably intelligent reader. Lazo has 
avoided the temptation to pad his text with 
unnecessary tables, quotations, and ephem- 
eral data. Where charts, forms, and _ illus- 
trative material appear, they are definitely 
helpful to understanding or to use of the 
book as a working manual. 

The introductory chapter WHY RE- 
TAILER COOPERATIVES is an excellent 
presentation of the objectives and potential- 
ities of retailer cooperation. In the attempt 
to make percentages and other figures clear 
and dramatic, however, there are one or two 
unintentional slips that might cause hasty or 
critical readers to condemn the book as mere 
propaganda. This would be manifestly un- 
fair in view of the sound reasoning and 
conservative statements that generally char- 
acterize the text. In general, the portion of 
this chapter devoted to summarization of the 
facts disclosed by the Census of Distribution, 
the Department of Commerce, and other 
research agencies is well done. 

The economic philosophy expressed 
throughout the book will meet with approval 
from most students of marketing. Lazo asks 
for no legal or special favors for independent 
retailers or their cooperatives. “The in- 
dividual merchant must be preserved,” he 
says, but “he deserves preservation only on 
the basis of efficiency and service to the 
community, not for sentimental reasons.” 
He ascribes the relative backwardness of the 
drug trade in developing cooperatives partly 
to reliance of druggists upon resale price 
maintenance laws and other extra-trade cor- 
rectives. Further, “Such regulatory laws as 
may be written must apply to all forms of 
distribution alike; there should be no dis- 
pensations or privileges to any one factor. 

. If a practice is evil in a chain store 
system, it is likewise evil among independent 
merchants.” 

The text is concerned primarily with re- 
tailer cooperatives in the distribution of 


groceries and food products, for this is where 
most of the development has thus far taken 

place. Most of the discussion could be 
utilized equally well by other types of re- 
tailer cooperatives, however. Much of it 
applies with equal force to consumer dis- 
tributive societies and to agricultural pur- 
chasing associations. 

The essential similarity of the cooperative 
method of ownership and operation, whether 
applied by consumers, by agricultural pro- 
ducers, or by independent retail merchants, 
is very evident in the discussion of specific 
problems and policies throughout the text. 
With the omission of an occasional para- 
graph and the change of a word here and 
there, chapters two to eight would serve 
almost as well for a manual on organization 
and operation of a consumers’ cooperative 
wholesale or an agricultural supply coopera- 
tive as it does for those to whom it is 
specifically directed. 

For this reason, the book should have a 
wide appeal to those interested in any form 
of cooperative activity. Students of market- 
ing will find it almost essential as supple- 
mentary reading. 

W. Mackenzie STEVENS 
University of Maryland 


Practicat Rapio ADVERTISING, by Herman 
S. Hettinger and Walter J. Neff. Prentice- 
Hall, Inc. 1938. 361 pp. $5.00. 


There has been sufficient progress in radio 
advertising to make Practical Radio Adver- 
tising by Herman S. Hettinger and Walter J. 
Neff a timely addition to the literature of 
radio. The authors’ experience in radio ad- 
vertising gives them insight into this field: 

With emphasis on the practical side, this 
book is of direct interest to station sales and 
advertising executives, teachers of advertis- 
ing and radio advertising, and those having 
direct contact with radio advertising prob- 
lems. General students of radio, educators 
and others working on the long run problems 
of radio development will find PRACTICAL 
RADIO ADVERTISING helpful in inter- 
preting the commercial aspects of radio. 

The book is concise and well written. Its 
main subject divisions are well balanced 
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under the headings of FUNDAMENTAL 
CONSIDERATIONS, PLANNING THE 
RADIO CAMPAIGN, EXECUTING THE 
RADIO CAMPAIGN AND ADDITIONAL 
CONSIDERATIONS. 

In demonstrating the application of 
radio to the complete sales campaign it is 
stated that “‘because of the wide variety of 
its potential uses, the flexibility of its struc- 
ture, and its dramatic power, radio broad- 
casting benefits particularly from skillful 
coordination with the other elements of the 
distribution program.” This statement is 
supplemented with a dozen or more specific 
uses of radio advertising. Careful attention 
is given to the problem of planning the radio 
advertising campaign and the necessity for 
interpreting the contribution of radio adver- 
tising to the solution of marketing and sales 
problems facing the company. 

The discussion of programs available for 
sponsorship is of value because of its con- 
sideration of “listener appeal” and the mer- 
chandising opportunities of the program. 

The chapters on RETAIL RADIO AD- 
VERTISING and FOREIGN TRADE 
ADVERTISING, although brief, summa- 
rize adequately the problems of those fields. 
Some attempt is made to appraise such im- 
pending developments as television. The 
authors conclude that “in spite of its im- 
portance, television will not constitute as 
fundamental and revolutionary a contribu- 
tion as did sound broadcasting.” 

In general, the book is a comprehensive 
survey of radio advertising. Perhaps as a 
result of this general character the treatment 
of checking the program and certain other 
topics are lacking in sufficient detail. How- 
ever, its analysis of the part radio may play 
in an advertising program is complete. The 
authors have made generous and effective 
use of specific illustrations. One occasionally 
has the feeling that radio may be credited 
with too much responsibility for sales suc- 
cess. In one instance the authors cite in- 
creased business and the opening of a second 
store as the direct result of radio advertising. 
It would be helpful at this point to have data 
supporting this statement. 


PRACTICAL RADIO ADVERTISING 


contains up-to-date charts and figures sig- 
nificant to the radio advertiser. The Ap- 
pendices contain figures on the use of radio 
by advertisers; distribution of radio families, 
retail trade, and broadcasting receipts by 
states; structures and rates of national net- 
works and representative regional networks, 
and a section entitled ““What the Advertiser 


Should Know About the Mechanics of 
Radio.” 
Several universities are now offering 


courses in Radio Advertising or are including 
more discussion cf the radio in other adver- 
tising courses. PRACTICAL RADIO AD- 
VERTISING may serve as text material 
or to organize the thinking of teachers con- 
fronted with radio advertising problems. 
KENNETH DAMERON 
Ohio State University 


THe Rosinson-PatmMan Act—What you 
CAN and CANNOT do under this law, 
by Wright Patman, New York: The 
Ronald Press Company, 1938. 
$4.50. 


408 pp. 


In view of the millions of words written 
about the Robinson-Patman Act, the princi- 
pal interest in this latest volume on the Act 
is in the author and his views. Wright Pat- 
man—member of Congress, lawyer, soldier, 
champion of war veterans and small inde- 
pendent business men—expresses in this 
book his complete indorsement of the philos- 
ophy of the Robinson-Patman Act and of 
its workability. For those seeking the intent 
behind the actual words of the law the book 
will undoubtedly prove useful and con- 
venient. The author’s intimate and active 
participation in Congressional Committee 
hearings dealing with the investigation of 
operations of mass distributors placed him in 
a strategic position to sponsor the Robinson- 
Patman legislation. He has been battered by 
thousands of questions and arguments on 
the issues invclved. He has debated the 
questions with the strongest men of the op- 
position. Written nearly two years after pas- 
sage of the Act this book indicates that the 
author’s faith in the legislation has been 
strengthened by observation of actual opera- 
tions under the Act. 
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Emphasis has been placed constructively 
on what the Act permits rather than what it 
prohibits. Mr. Patman has set up and 
answered nearly 400 practical questions. 
Some of the opinions are very specific, others 
quite general. Due recognition has been 
given some of the controversial issues em- 
bodied in hearings and decisions by the 
Federal Trade Commission. The opinions of 
Mr. Patman on most of the controversial 
issues, of course, can only be accepted as the 
personal opinions of a highly qualified source 
until the issues have been decided in the 
courts. Litigation on some of the issues is 
now under way. In appraising the author’s 
legal interpretations and opinions, legal 
counsel of the business men concerned will 
not be apt to overlook the fact that they are 
rendered by one who is completely convinced 
of the soundness, in detail as well as in prin- 
ciple, of the legislation. In other words, the 
book may be considered as a liberal rather 
than a conservative guide in shaping operat- 
ing policies to conform with the Act. 

An interesting chapter has been devoted to 
the very troublesome question of “‘propor- 
tionately equal terms.” It will be recalled 
that when the Act first became law many 
manufacturers withdrew advertising al- 
lowances and certain quantity discounts 
because of an initial fear of the restrictions 
of this nature written into the legislation. It 
is on such practical matters where doubt 
exists which Mr. Patman gives the “go 
signal” in his book. As stated by the author, 
“Nothing in the Robinson-Patman Act dis- 
courages or hinders advertising allowances.” 
It is pointed out that many of the advertis- 
ing allowances originally withdrawn have 
later been replaced. Caution is suggested, 
however, in the practice of diverting adver- 
tising allowances to other purposes designed 
to give certain buyers an unfair or un- 
merited advantage. 

It is pointed out that the Clayton Anti- 
Trust Act was designed to curb the control 
resting in a relatively few large producers, 
and that this Act amends the Clayton Act 
to curb the advantages exercised by mass 
distributors over the producers. The author 
aptly points out that “free and open com- 


petition is most likely to receive the greatest 
encouragement in commerce whenever a 
reasonable parity in size and purchasing 
power is maintained between the buyers and 
sellers.” 

The author’s known opposition to chain 
store operations finds expression here and 
there in the book. “Valuable assistance and 
technical advice” was rendered by Charles 
G. Daughters. This participation contrib- 
utes to an anti-chain point of view. Mr. 
Daughters’ recent book, “Wells of Discon- 
tent,” is a powerful array of anti-chain 
arguments. John Guernsey cooperated in 
chapter arrangement and editing, and his 
influence is reflected in a well arranged text 
with a discussion of many appropriate prac- 
tical operating problems arising under the 
Act. 

The book affords a handy reference on the 
Robinson-Patman Act with 123 pages de- 
voted to the text of the Act, Reports of 
Senate and House Judiciary Committees, 
Reports of Senate and House Conferees’ 
Committees, a digest of Senate and House 
debates from the Congressional Record, and 
an eight page index. 

Ne tson A. MILLER 
Bureau of Foreign and Domestic Commerce 


ApvERTISING IpEAs, by John Caples. New 
York: McGraw-Hill Book Co. Inc., 1938. 


205 pp. $4.00. 


This is a book of well selected examples of 
good advertising. Every one of these has 
produced definite results. The author ex- 
plains his opinions and interpretations of 
each advertisement on the page opposite. 
These explanations and comments concern 
ideas, appeals, headlines, price, illustrations, 
nameplates, timeliness, dramatic effects, tes- 
timonials, typography, etc. 

The purpose of the book is to show the 
reader how to make better advertisements. 
It attempts “definitely and specifically” to 
show the reader how “to choose appeals,” 
“to write headlines,” “‘to write copy that 
sells,”’ “‘ 


o> «6 


to make all kinds of layouts,” “to 


introduce new products,” “to sell several 
products in the same ad,” “‘to get orders by 
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mail,” etc. This is a very large undertaking. 
The book helps considerably, but does not 
tell all. No single book can. 

Advertising ideas have been stressed for 
many decades by teachers, books, lectures, 
business men as advertisers, and professional 
advertising men themselves. There is no new 
theory in the book. All of the explanation 
and interpretation is limited to the hundred 
examples shown. Therefore, it could not be 
possible to cover all phases of advertising. 

The author is a veteran in advertising, 
able, thorough, and successful. His ideas are 
good. Beginning in the mail order field, he is 
a firm believer in testing. In the explana- 
tions, however, the testing covered only the 
“best observed” and the “best read” ad- 
vertisements. Questions might easily be 
raised whether “‘best observed” and “‘best 
read” are adequate testing for the effective- 
ness of all advertising. Sales may not neces- 
sarily follow from these qualities of an ad- 
vertisement. 

Every “example” book is more or less 
ephemeral and short lived. It must be. 
Changes occur in readers’ acceptance, in 
fashions of presentation, in aims and tech- 
nique of advertisement designing. It is easy 
to oversell a book of this kind. The “in- 
troduction” suggests considerable finality. 
Many of the techniques that are successful 
today will not be used in five years or ten 
years from today. Students of the history of 
advertising cannot escape this conclusion. 

Many readers would liked to have had 
some discussion of what “ideas” are and es- 
pecially how to get them. Making the transi- 
tion from an example of an advertisement 
to another product in another field is not 
easy. It is especially hard for students, for 
young advertising employees and sometimes 
even for veterans. There are also other 
methods of teaching advertising besides 
using examples. While each advertisement 
shown may be a winner, readers must take 
the author’s word for this, since no evidence 
was presented concerning the sales success 
of each advertisement. The same ad may 
also have been presented in other ways, with 
other pictures and other details and have 
been just as successful and maybe more so. 


Advertising is like that. Many unknowns 
still remain after the best testing has been 
done. 

The presentation is simple, the printing is 
on good paper, the meaning is clear, the 
pages are easy to read. The book has real 
merit, the examples are widely representa- 
tive and worthy of careful study by student 
beginners, by young neophytes in the ad- 
vertising field, and by practitioners. 

Personal experience and personal opinion 
is still, however, the final basis of judging 
advertising. When an ad doesn’t need a 
nameplate, when a coupon should be left 
out, when comic strips will sell merchandise, 
must still remain a matter of individual 
judgment by the man who pays for the ad- 
vertisement or his agents. Thousands of 
people have studied the examples of Shake- 
speare’s technique, but none have ever been 
able to write as he wrote. So with advertising. 
Examples are good, but they are not all. 

Frank A. NaAGLEy 
University of Southern California 
Los Angeles, California 


ADVERTISING AND SELLING THROUGH Bus!- 
NESS Pus.icatTions, by Mabel Potter 
Hanford. New York: Harper & Brothers, 
1938. Ig0 pp. $2.50. 

Business papers have often, in times past, 
played a Cinderella role when the advertis- 
ing schedule was being prepared. If there 
were any money remaining after the ‘‘4-color 
jobs” swallowed the bulk of the appropria- 
tion then the trade papers would be con- 
sidered. But times change and advertising 
procedures with them; and in her book, the 
author takes the stand that the credited 
business paper is a vigorous ally not to be 
overlooked in an integrated advertising 
scheme of things. 

Although Mrs. 
main, is directed 


Hanford’s book, in the 
to advertisers and space 
buyers there are nuggets in the book for 
publishers, space salesmen and editors of 
business papers as well as general magazines. 
And in connection with the two former 
groups the chapters THE PLACE OF BUSI- 
NESS PUBLICATIONS IN THE AD- 
VERTISING PROGRAM and MARKETS 
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AND THEIR MEDIA should be stimulat- 
ing reading for those looking for new markets 
to conquer. 

Perhaps the most provocative thinking in 
the entire book is expressed in the chapter on 
EDITORIAL STANDARDS where the 
author champions the qualitative angle as 
well as the quantitative when it comes to 
selecting profitable markets. 

Says she, “Space buying of the future will 
spend considerably more energy in finding 
out the answers to questions which deal 
entirely with the editorial set-up of publica- 
tions. Circulation and coverage of the market 
are highly important since they indicate 
where the advertising dollar is going. But 
important as this is, it is not so essential to 
the advertiser as how it is going, through 
what vehicle it is reaching the reader and is 
it, indeed, reaching a reader or merely a 
mailing list.” 

The author presents a pertinent and 
pointed list of questions which she recom- 
mends that the advertiser and space buyer 
might place where it cannot escape notice 
when space salesmen come in to solicit ad- 
vertising. These queries probe beyond the 
circulation figures and rate structure; they 
are intent on establishing the character and 
personality of the publication as a basis of 
evaluating its reader prestige—and conse- 
quent influence as a marketing medium. 
Publishers and editors of business publica- 
tions and general magazines, too, might find 
this quiz profitable reading. 

Mrs. Hanford has undoubtedly carved out 
a niche for herself as a pioneer in the intel- 
ligently directed use of business papers to 
solve marketing problems. 

If the novitiate takes up this book we 
would recommend, for a better understand- 
ing of the problems involved, that he begin 
with chapter two which tells what is meant 
by business publications, and then from 
chapter two proceed to chapter one which 
deals with the place of business magazines in 
the advertising program. 

A review of Mrs. Hanford’s bock would 
not be complete without mentioning the 
excellent bibliography appended. It teems 


with valuable and reliable source material. 
L. Epwarp ScrIvEN 
Batten, Barton, Durstine & Osborn, Inc. 


INTERNATIONAL TrapeE, by Hugh B. Kil- 
lough. New York: McGraw-Hill Book Co., 
1938. Pp. xiv, 622. $4. 


The author states that this book is in- 
tended primarily as a textbook in liberal 
arts colleges. In scope and emphasis it is 
just the sort of text this reviewer has been 
seeking as a basis for his courses in the field 
of international economics. It is concerned 
more with national policies than with the 
procedures of exporting and importing. It 
treats present-day problems of international 
relations “against a background com- 
pounded of history, economic theory, and 
factual information about the world’s popu- 
lation, its resources, and its industries.” 

The material is presented in eight quite 
unequal Parts: Part I, Jmtroduction (21 
pages), Part II, Historical Background, trac- 
ing the development of ancient and medieval 
commerce, transition to world-wide com- 
mercialism, mercantile philosophy, and lead- 
ing tenets of Adam Smith (41 pages), Part 
III, National Commercial Policies of the 
Nineteenth Century, consisting of chapters on 
the spread and influence of power machinery, 
free trade teachings of Say, Ricardo, and 
Mill, effects of Britain’s free trade policy, 
and protectionist doctrines especially those 
of Hamilton and List (37 pages), Part IV, 
Industrial Foundations of Twentieth Century 
Commerce, dealing with population distribu- 
tion, food and power resources, the distribu- 
tion and status of important industries, 
international transportation and communi- 
cation facilities, foreign investments, and 
trade trends in their bearing upon com- 
mercial problems and policies (175 pages), 
Part V, Twentieth Century Practices and 
Principles, taking up foreign trading agencies 
and procedures, international payment bal- 
ances, foreign exchanges, gains from trade, 
types and methods of trade restrictions, and 
commercial treaties (110 pages), Part VI, 
Dislocating Influences of the World War, in- 
cluding boundary changes, debt burdens, 
monetary disturbances, and price upheavals 
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(35 pages), Part VII, Recent Commercial 
Policy Tendencies, surveying the economic 
situation in Britain, France, Germany, 
Italy, Japan, and Russia and the resultant 
policies and trends in each of these coun- 
tries (110 pages), Part VIII, The United 
States in World Economy, sketching our tariff 
development, trade and payment balances, 
the bearing of the tariff upon different types 
of industries, alternative policy courses, and 
probable effects of a freer trade policy (30 
pages). 

In a single volume covering such a wide 
range, it was of course impossible to treat 
each of the numerous topics intensively. 
Moreover, no two persons would agree as to 
the proper emphasis and allotment of space. 
This author, for example, has placed con- 
siderable stress upon industrial foundations 
while passing over international trade 
theory rather lightly. There would be wide 
differences of opinion also as to organization 
of material and the order in which the several 
phases of the subject should be taken up. 
Professor Killough has made the somewhat 
unusual choice of diffusing his presentation 
of theory among several chapters and inter- 
weaving it with contemporaneous situations 
and trends. 

These, however, are matters of detail. The 
central fact is that he has succeeded re- 
markably well in what he set out to do. He 
has analyzed present-day international eco- 
nomic relations and traced the course by 
which they have come to their troubled 
state. He has done this clearly, judicially, 
and without dcgma. There is a distinct 
place for such a work. There is already an 
abundance of specialized literature upon 
which the instructor may draw in order to 
give the desired emphasis in his course. For 
this purpose, the extensive classified bibliog- 
raphy in this volume will prove very serv- 
iceable. 

Paut S. Peirce 
Oberlin College 


THe Cuan Store Prosiem, by Theodore 
N. Beckman and Herman C. Nolen. New 
York: McGraw-Hill Book Company, Inc., 
1938. Pp. 350. $3.50. 


In The Chain Store Problem Professors 


T= 


Beckman and } Nolen have succeeded in their 
attempt to present “‘a critical and compre- 
hensive analysis of chain stores as an inte- 
gral and significant part of our distributive 
structure.” The analysis, however, is con- 
cerned primarily with public policy toward 
the chain and does not cover chain organiza- 
tion and operation. The major part of the 
book is a result of the authors’ opinicn that 
the reader must be given a vast amount of 
information before any attempt should be 
made to solve the chain store problem. Con- 
sequently, the authors’ answer is reserved 
for the concluding thirteen pages while the 
rest of the book is presented as background. 

The introduction is concerned with such 
matters as defining a chain, classifications, 
and a statement of the chain store problem 
as it appears to the authors. It is followed 
by a section covering the development of 
the chain and its present day importance. 
This treatment, while it is brief and adds 
nothing new in substance, does gather to- 
gether some previously scattered material 
and presents an able contribution in its use 
of Census figures. The development from 
1g00 to 1928 is based to a large degree on 
Federal Trade Commission data while the 
material covering 1929-1935 is from the 
Bureau of the Census. The paucity of ma- 
terial on the pre-1929 development shows 
that students of marketing have not carried 
out much historical research in this im- 
portant field. 

The discussion of chain advantages and 
disadvantages is well done but it is the sec- \ 
tion which presents the results of Professor 
Beckman’s Florida studies that the readers 
of this review may find of greatest interest. 
Approximately 42 per cent cf the pages of 
the volume, excluding the appendices, are 
devoted largely to this presentation. These 
studies were made in 1935 and cover the 
extent of the chain’s price advantage in 
several fields as well as reasons given by 
consumers for their patronage of chain and 
independent stores. It is of interest to note 
that, when the authors classified the per- 
centages showing the chain price advantage 
on the basis of the number of units in the 
chain, the advantage increased with the size 
of the chain. However, the number of units 
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in the chain refers solely to the number in 
Florida. Thus if the Weinberger Drug Stores 
—chain of about 40 stores in Ohio and 
neighboring states—should open two stores 
in Florida, it would fall in the “‘2-3 stcre 
chain” classification. As a result, these 
studies do not establish directly (and the 
authors do not advance the claim) that the 
chain’s ability to undersell increases with the 
number of units of the whole chain. 

The analysis of the effects of chain 
stores reaches the conclusion that, whereas 


' the economic and business effects have 
proven beneficial, the social and pclitical 
' effects “tend to be contrary to the public 


good.”’ While many may be in general agree- 
ment with these conclusions, they may feel 
that the discussion of social effects is weak. 

: The only social effects discussed 
e only social effects discussed are (1) 
changed consumer buying habits, that 1s, 
more cash and carry buying and a tendency 
for farmers to go to trading centers, (2) 
f sharper lines of class distinction, (3) lessened 
individual opportunity, and (4) the decline 


: of the store as a social center. Certainly the 
s first mentioned effect cannot be condemned 
" while it is doubtful if the chain has con- 
m tributed much to the second and fourth. 


The examination of our past and present 
public policy toward the chain involves a 
q discussion of a number of criticisms com- 
menly advanced against the chain and a 
consideration of chain store taxation, the 
d Robinson-Patman Act, and Fair Trade laws. 
| rhe discussions of the latter two types of 
legislation are descriptive in nature, although 





: some effort has been made to analyze them 
“4 from the point of view of their effect upon 
of the chain. The discussion of chain taxation 
“i is more critical. 

a Che final chapter, “Facing the Chain Store 
" Problem,” suggests certain possibilities for 
_ public policy regarding the chains and con- 
« cludes that they should be regulated to 
' eliminate abuses and to remove certain in- 
ne equalities. Specific regulation favored by the 
. authors to eliminate chain abuses is not 
m specified, although they feel that a tax on 
he chain stores might well be used to remove 
oa such inequalities as the chain’s ability to 
ts escape local taxes and its failure to sup- 


Port local activities. It is important to note, 


however, that the book makes no study of 
how far chains actually escape taxation or 
community responsibility and, therefore, it 
can offer no conclusion as to what taxation 
is needed. 

It may be suggested as a general criticism 
of the book that it devotes too much space 
to the presentation of facts and not enough 
to critical analysis. This is not to suggest 
that an answer to the chain stcre problem 
should be attempted before one has sifted 
all the evidence. But on certain vital points 
—such as the fairness of discriminatory chain 
taxation, the influence of chain taxes on 
costs, profits, and prices, and whether or not 
chains actually escape taxation—more an- 
alysis would be desirable. It is also of inter- 
est to note that neither in text, footnote, or 
index does the book make reference to the 
Chain Store Age. Since 1925 this publica- 
tion has been the most important in the 
chain field and past issues contain a vast 
amount of evidence and analysis which 
might have been used to advantage in this 
volume. In spite of these possible shortcem- 
ings, the bringing together of so much ma- 
terial and especially the presentation of the 
results of Beckman’s Florida studies makes 
The Chain Store Problem a welcome additien 
to the literature of the field of marketing. 

Cuar-es F. PuHILuips 
Colgate University 


B.—Di1cests or Some LEADING ARTICLES 
ON MARKETING FROM SCIENTIFIC 
JouRNALS 


By Reavis Cox, University of Pennsylvania 


Tue Supermarket, by Charles F. Phillips. 
From the Harvard Business Review, 
Winter, 1938, pp. 188-200. 


At least three different types of super- 
market can be distinguished: (1) Markets in 
which the management operates no depart- 
ments itself but leases all the space to indi- 
vidual merchants. (2) Markets in which the 
owner operates one or more departments, 
usually in food lines, and leaves the rest as 
concessions. (3) Markets in which the owner 
operates all departments. 

Although stores which may properly be 
called “supermarkets” have been in exist- 
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ence in the food industry for many years, 
this kind of operation has made its principal 
growth during the last decade and especially 
since 1932. Most supermarkets started as 
independents, but many have developed into 
chains. Wholesalers and old-line chains have 
also gone into the operation of supermarkets 
to preserve themselves against the competi- 
tion made possible by the low operating costs 
of these enterprises. 

There are some indications that super- 
markets are moving from emphasis on price 
to the “trading-up” stage of competition. 
Competition in the offering of services to 
consumers is also developing. 


THE Present Stratus or REcIPROCITY AS A 
Sa.eEs Pouicy, by Howard T. Lewis. From 
the Harvard Business Review, Spring, 1938, 
PP- 299-313. 

Replies to 251 questionnaires indicate that 
the sales volume sought on the basis of rec- 
iprocity has grown substantially since 1929 
and is still growing. To a greater or less de- 
gree reciprocity is found in nearly every type 
of manufacturing business, as well as in 
banks and in insurance, transportation, 
public utility and construction companies. 
Most enterprises as yet have no definite 
procedure for handling reciprocal purchases 
and sales, but there seems to be a trend to- 
ward setting up special departments to deal 
with reciprocity so as to centralize control. 
This is desirable, if reciprocity is to be prac- 
ticed, because it leads to the establishment 
of sounder policies and forces the issue out 
into the open where it can better be judged 
on its merits. 


THe Nature anp Meaninc oF Ricip 
Prices, 1890-1933, by Don D. Humphrey. 
From The Fournal of Political Economy, 
October, 1937, pp. 651-661. 


Analysis of the wholesale prices used by 
Gardiner Means and others to support the 
argument that prices are becoming increas- 
ingly rigid reveals that the data contain at 
least two separate families of prices which 
differ sharply from each other. Prices for 
finished goods are relatively rigid, but prices 
for raw materials are relatively flexible. 
Further analysis indicates that price rigidity 


must be attributed more to the character- 
istics of the markets for finished goods than 
to modern technology and economic concen- 
tration in production. It also is evident from 
the available data that there have been no 
substantial changes since 18go in the flexi- 
bility of wholesale quoted prices. 


THe Reasons For Price Ricipitry, by 
Rufus S. Tucker. From The yd 
Economic Review, March, 1938, pp. 41-54. 


Price rigidity is not a new phenomenon. 
Rigid prices have always existed during the 
last 100 years and have, to a large extent, 
been characteristic of the same articles of 
which they are now characteristic. There is 
a strong reason to believe that 100 years ago 
rigid prices were proportionally more numer- 
ous and more important to the consumer 
than now. 

Whether a shift in demand will result in 
an adjustment of the price or an adjustment 
of the quantity supplied, depends chiefly 
upon the nature of the costs of production. 
Where out-of-pocket expenses are a large 
element in cost (as in manufacturing) ad- 
justment of prices is more difficult than ad- 
justment of quantity supplied. Where out-of- 
pocket expenses are a small element in cost 
(as in agriculture) the reverse is true. 

Industrial prices have not been made 
more rigid by the increase in the size of in- 
dustrial units. 


THE INFLUENCE OF SIzE oF BUSINESS ON 
DEPARTMENT STORE OPERATING RESULTS, 
by Elizabeth A. Burnham. From the 
Harvard Business Review, Winter, 1933, 
pp. 211-225. 

The figures published in the Harvard re- 
ports from 1922 to 1936 indicate that signifi- 
cant differences in operating margins and in 
operating costs were associated with differ- 
ences in the volume of business done by de- 
partment stores. Thanks to advantages in 
purchasing, large stores typically secured 4 
better gross margin than small ones, but 
had to set this against larger operating costs, 
so that net profit was moderate. Medium 
sized stores typically had poorer net profits 
than the large stores because their gross 
margin was appreciably lower while their 
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operating costs were only slightly lower. 
Small stores had the smallest operating ex- 
penses but also the smallest gross margin, 
thanks to small-scale purchasing and heavy 
mark-downs, so that their profit record was 
the poorest of the three. 


An Economic ANALYSIS OF THE SUPREME 
Court’s Decisions ON CHAIN-STORE 
Taxation, by Charles F. Phillips. From 
The Fournal of Business of the University 
of Chicago. January, 1938, pp. 51-69. 

The position taken by the United States 
Supreme Court in successive decisions on 
chain-store taxes may be summarized as fol- 
lows: Taxes graduated according to sales 
are unconstitutional because the advantages 
of chain stores are not sufficiently related to 
differences in sales volume. Taxes graduated 
according to stores are constitutional be- 
cause chain advantages and the number of 
stores are related. Moreover, as the ad- 
vantages coming from the addition of units 
are obtained irrespective of where the units 
are located, the rate of taxation may be 
based on the entire number of stores in a 
chain even though many of the units are 
not in the state levying the tax. 

A careful analysis of the available evidence 
indicates that there is some tendency for 
chain-store advantages to increase with the 
number of units; but the exceptions to this 
tendency are so numerous and so important 
that it is dangerous to use the tendency as 
an economic justification for chain-store 
taxes of the type the Supreme Court has 
approved. Whatever advantages the chain 
may have are related to the number of 
stores in such an uncertain and varying 
manner that a system of chain taxation 
graduated according to the number of stores 
is unsound. Furthermore the chain advan- 
tages are offset by a loss of advantage in 
other areas of management, where the 
smaller merchants have a definite advantage. 


Runninc ComMENTS ON OTHER ARTICLES 
or INTEREst TO MARKETING MEN 


In 1937 the Bureau of Labor Statistics 
€gan computing its index of wholesale 
Prices as a fixed-base index rather than as a 
chain index, the technique previously used. 


This is a change of great importance to 
everyone who uses this index. Jesse M. 
Cutts and Samuel J. Dennis describe and 
evaluate the change in an article published 
by the Yournal of the American Statistical 
Association, December, 1937, pp. 663-674, 
under the title, ““Revised Method of Calcula- 
ticn o, the Wholesale Price Index of the 
United States Bureau of Labor Statistics.” 

Vergil D. Reed, in the same issue of the 
Fournal, discusses the problems faced by the 
Bureau of the Census in choosing between 
two alternatives—maintenance of compa- 
rability from one enumeration to the next 
and changes in classifications, bases of col- 
lection and the like in order to keep up with 
inescapable changes in the nature of the 
facts collected. His discussion will be found 
on pp. 625-635 under the title, ‘““Compa- 
rability versus Change.” 

Jules Backman, writing on “Enforcement 
of Government Price Fixing,” in the Harvard 
Business Review, Winter, 1938, pp. 154-167, 
describes the types of difficulty governments 
have encountered in trying to fix prices and 
the ways in which these difficulties have 
been attacked. The author points out that 
instances of successful enforcement of price 
schemes in spite of the difficulties are fairly 
numerous, but that success in enforcement 
does not insure success of the price-fixing 
scheme itself. This may be broken down by 
outside influences, such as consumers’ re- 
sistance, the development of outside sources 
of supply, and the availability of substitutes. 

Methods of keeping stock shortages under 
control in department stores are discussed 
by Delbert J. Duncan in the Harvard Busi- 
ness Review, Winter, 1938, pp. 201-210. His 
article carries the title, “The Control of 
Stock Shortages in Department Stores.” 
Since he finds the causes of stock shortage, 
whether they lie in book inventory, physical 
inventory, or physical loss of merchandise, 
all lie in error, carelessness and inadequate 
supervision, Professor Duncan believes the 
remedy lies, not in specific techniques, but 
in constant alertness and vigilance on the 
part of management and staff. 

The March, 1938, issue of The Annals of 
the American Academy of Political and Social 
Science, takes up for consideration the gen- 
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eral topic of consumer credit. Students of 
marketing will find bits of useful informa- 
tion and discussion scattered through a num- 
ber of the individual articles. The issue has 
been edited by Paul F. Douglass. 

A cumulative index of the first fifteen 
volumes of the Harvard Business Review 
(1922-1937) was distributed to subscribers 
as a supplement to the Spring, 1938, issue. 
It includes an index by authors, a classified 
list of titles, and a 30-page topical index. 
The index should make materials published 
in earlier years much more easily discover- 
able by students of marketing. 

The paper presented by L. D. H. Weld at 
the Atlantic City meetings last December on, 
“The Problem of Measuring Radio Cover- 
age,” has been printed in the Yournal of the 
American Statistical Association, March, 


1938, pp. 117-125. 


C.—Dicests or Some LEaApING ARTICLES 
ON MARKETING FROM TRADE JOURNALS 


By Henry A. Burp, 
University of Washington 
Cuains Give More Alp To Farmers. From 
Business Week, March 5, 1938. 


The National Association of Food Chains 
has been instituting campaigns to move agri- 
cultural surpluses since 1936. With the co- 
operation of non-members, 130 chains with 
more than 50,000 stores are involved. Their 
purpose is selfish—to enlist farmers as an 
ally in the fight against increasingly restric- 
tive legislation. To date, these campaigns 
have been uniformly successful in selling 
goods. 

During 1937 the chains staged national 
campaigns on: canned and fresh grapefruit, 
peaches, lamb, eggs, walnuts, apples, and 
prunes, as well as regional campaigns in 
which small groups of stores participated. To 
keep from overworking the plan, field in- 
vestigations are made to determine if 
solicitations for help are legitimate. Growers 
must show that they will actually lose money 
unless they receive help; that they can con- 
trol the flow of goods to the market; that 
the surplus crop condition confronting them 
is typical of the national situation and that 
they are representative of the entire growers’ 
industry. 


A large number of the campaigns have in- 
volved crops and markets on the west coast 
where this chain-farm cooperative program 
has been brought to its highest point of de- 
velopment. They are extensively promoted 
by advertising in newspapers and at point cf 
sale, plus the cooperation of each store’s 
selling force. 

Independents, including voluntary chains, 
have set up machinery to supply similar aid 
to the farmer. The government is also watch- 
ing these campaigns with interest. 


DEATH TO THE CHAIN Store, by Don Fran- 
cisco. From Advertising and _ Selling, 
March, 1938. 


Mr. Patman believes that the chain store 
must be killed; I disagree because I start 
from different premises. Mr. Patman cham- 
pions organized groups of business men; I am 
primarily concerned with the interests of 
I 30,000,000 consumers. 

The chain store has spread and flourished 
because it presented a new idea of serving 
the consumer; and the consumer welcomed 
it. The chains offered lower prices, cleaner 
and more attractive stores, modern selling 
methods. They were a new distributing in- 
vention. To destroy them and return to the 
methods of a quarter of a century ago would 
be as foolish as to break up our modern 
manufacturing machinery. 

The chain store offers no threat of monop- 
oly. The chain method is not patentable; it 
may be adopted by any merchant or group 
of merchants. The formation of voluntary 
and cooperative chains has spread the ad- 
vantages of this method to thousands of in- 
dependent merchants. 

I argue not simply for chain stores but 
for the preservation of a system that en- 
courages improvement and results in re- 
duced living costs to the consumer. 


TuHat Mippieman 1s Here Aacain. From 
Printers’ Ink Monthiy, April, 1938. 


Although his doom has long been proph- 
esied, there is a noticeable revival of in- 
terest in the full-service wholesaler, in dry 
goods, and in other fields. The manufac- 
turer has charged the wholesaler with dupli- 
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cating services, unbusinesslike practices, 
slow turnover, “order taking” salesmen, and 
failure to cooperate. He has defended direct 
selling to department stores and chains on 
the ground of their large purchases and the 
necessity for close contact with the market 
in style goods. 

Nevertheless, the experience of the last 
several years has demonstrated that the con- 
tinued existence of independent retailing de- 
pends upon the distribution service supplied 
by the wholesaler. A Department of Com- 
merce study shows that hosiery mills sell to 
retailers at 15 to 26% more expense than to 
wholesalers. A survey by the Wholesale Dry 
Goods Institute reveals that since a retailer 
must purchase $2,000 worth of merchandise 
before the wholesaler can profitably service 
the account, it is unlikely that many manu- 
facturers can afford to deal directly with a 
vast majority of retailers; the manufacturer 
of a large volume item needs the wholesaler 
for adequate coverage; the manufacturer of 
a small volume item needs the wholesaler to 
build quantity production; the large store 
needs the wholesaler for quick fill-ins; the 
small retailer needs the wholesaler for the 
largest section of his inventory. 

For the guidance of its wholesaler mem- 
bers, the Institute has grouped manufac- 
turers into eight categories. This rating 
system is a protection to wholesalers in buy- 
ing and to those manufacturers interested 
in selling through wholesalers. In 1937 there 
were 114 manufacturers re-rated, 34 lower 
and 80 higher. The classification follows: 

A. Sell only through wholesalers. 

A. Sell regular products through whole- 
salers only but manufacture contract goods. 

B. Sell regular products only to whole- 
salers and large department stores but allow 
reasonable differential to wholesalers (also 
manufacture contract goods). 

C. Sell regular products generally but 
allow reasonable differential to wholesalers 
(also manufacture contract goods). 

D. Sell regular products to wholesalers 
and large retailers and allow no differential 
to wholesaler. 

K. Sell goods generally without differ- 
ential to wholesaler. 


X. Announce one policy but do not da- 
ere to it. 


No. Decline to give information. 

On his side, the wholesaler makes charges 
against the manufacturer, the chief of which 
perhaps is that the manufacturer tends to 
overload the wholesaler. Selective distribu- 
tion will probably be the ultimate way out 
for both. This means that the manufacturer 
will sell through selected wholesalers whose 
territories will be definitely determined, 
and who in return will carry no competing 
lines. The arrangements may be rigidly ex- 
clusive, flexible, or collaborative. Com- 
panies which have adopted selective dis- 
tribution have been among the spectacular 
successes of the last few years. 


A. & P. GoEs To THE Wars. From Fortune, 
April, 1938. 


Not one man in a thousand knows the 
issues involved in current legislation aimed 
at regulating, taxing, and perhaps confiscat- 
ing the chain store. Yet the consumer has a 
tremendous stake in the matter. The chain 
store problem is primarily a food-retailing 
problem. Food retailing used to be fought 
with prices, merchandising, and merchan- 
dise, with no holds barred. Today it is being 
fought with legislation, court injunctions, 
and propaganda. On one side are A. & P. 
and like corporate chains. On the other are 
unaffiliated independent retailers. Occupy- 
ing a position somewhere between are the 
voluntary chains. The consumer remains the 
Forgotten Man. 

A. & P. claims the chain is the nearest 
thing to a straight line from producer to con- 
sumer and points to a reduction of 8 to 10% 
in consumer prices. The independent replies 
that the chain has unfair buying advantages, 
discounts, and brokerage fees; that its ab- 
sentee ownership bleeds local communities; 
that it pays niggardly wages; that it is a 
Machiavelli of political strategy; and that it 
denies the individual his American heritage, 
the right to be in business for himself. Sym- 
pathetic legislators have passed the Robin- 
son-Patman Act, state fair trade acts, unfair 
practices acts, and the Miller-Tydings Act, 
and are now considering a new Patman bill, 
frankly designed to tax the chains out of 
existence. 

Thus attacked by legislation from one 
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side, A. & P. finds itself assailed from another 
by the competition of super-markets which 
threaten to make obsolete the small units 
of the chain. Taxes and the new competition 
acting together will undoubtedly mean the 
elimination of stores now on the border line 
between profit and loss. A. & P. has already 
closed more than 1,200 of its units. 

If the present trend continues, there are 
three things left for the chains to do: turn 
their stores over to their employees; abandon 
retailing and remain in the wholesale busi- 
ness; turn their stores over to consumers as 
consumer cooperatives—or, like the brewers 
of old, close their doors, keep one light burn- 
ing, and wait for another day. 


Snow WHITE AND THE SEVEN DwarFs 1N 
MERCHANDISING, by George T. Bristol. 
From Dun’s Review, April, 1938. 


The most dramatic example of a new force 
in merchandising—the advent of “Snow 
White and the Seven Dwarfs”—is seen in 
the transformation of shop windows in New 
York or Middletown. Yesterday they were 
displaying dresses, cereals, jewelry, sta- 
tionery, glassware and toys; today, oddly, 
they all seem to be vending variants of the 
same commodity, created in the image of a 
story book princess and a troop of ugly but 
engaging little men. 

Astute merchandising is taking advantage 
of the almost unbelievable popularity of 
Walt Disney’s latest creation. The inanimate 
characters of mass entertainment, in motion 
picture, comic strips, and radio, have become 
ranking salesmen. They have created a new 
dimension in fashion merchandising. 

Not long ago manufacturers concluded 
that the general acceptance of a fashion 
could not be forced upon the public by the 
advertising or style staffs; that advertising 
was useful in adding momentum to an al- 
ready rolling snowball, but could not create 
demand for something with which the public 
was entirely unfamiliar. With the advent of 
the Walt Disney cartoons, these inanimate 
creatures became forceful parts of the busi- 
ness of shaping fashion. By 1932, four years 
after Mickey Mouse was born, Walt Disney’s 
licensing of his children had grown into a 
business which annually sold $300,000 in 








merchandise. Then this department of his 
business was separately organized as “‘Ka- 
men, Ltd.” and in 1937, sales skyrocketed to 
$35,000,000. 

Under “Kamen, Ltd.” missionary sales- 
men were sent out to gain the cooperation 
of retailers and to set up displays. Artists 
were engaged to design packages for li- 
censees, chosen because of the promotion 
they would expend on the merchandise and 
inevitably on the Disney characters. In the 
face of these activities it is difficult to con- 
tend that the pictures created the fashions 
and that Kamen and the licensees rode on 
their coat-tails. More like a revolving door, 
the pictures promoted the sale of goods; the 
likenesses on the merchandise enhanced the 
popularity of the pictures. 

Even before Snow White, 250 producers 
were licensed and enjoyed a sales advantage 
through their promotion work. The list of 
licensees now totals 80 for Snow White 
alone, and is still growing. It includes such 
impressive names as General Foods, RCA 
Victor, McCall, Kraft Phenix, Armour, 
Chopak, Kroger, Owens-Illinois and Inter- 
national Silver. 

From beginning to end the new type of 
fashion merchandising dramatized by the 
success of Snow White departs from 
established practice. At the beginning it is 
self-starting. At the end, when goods are on 
the market, it is largely self-policing. And all 
through its course it refreshes itself by ex- 
pending its own energy. Fashion merchan- 
dising will see more and more of these car- 
toons when Disney’s plans to make a full- 
length picture each year are carried out. 


Comics, by James S. Tyler. From Advertts- 

ing &F Selling, April, 1938. 

Gallup proved the comic supplement’s 
readership; Turner translated that quality 
into terms of advertising benefits; Butler 
financed the pioneer venture—and comic 
advertising was born. 

Followed then the organization of central 
offices through which the advertiser can 
blanket as much of a national circulation of 
23,000,000 as his needs dictate, without 
circuitous fumbling with rate variations or 
mechanical specifications. Users of comic ads 
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multiplied so rapidly and the number of 
newspapers and magazines carrying comic 
strips increased so greatly that readers 
seemed unable to keep up with the volume. 
Consequently, the early power of the comic 
ad soon began to wane but the total ex- 
penditure in this medium has continued to 
increase. 

Among the problems which have been 
faced and which divide users into different 
camps are: (1) whether the known reader- 
pulling power of editorial comics should be 
adapted to paid space by a conscious mimick- 
ing of the non-commercial techniques; (2) 
whether comic ads should be addressed to 
the adult or to the juvenile audience; (3) 
whether the advertising message should be 
conveyed by the domestic-tragedy-to-happy- 
ending sequence or by exaggerated fantasy 
and deliberate humor. 

What of the future? The trend is toward 
more uniform space units with less of the 
inch-deep strips across the bottom of the 
page, and toward a wise limitaticn of the 
amount of space per issue devoted to ad- 
vertising. Art, copy, and color processes are 
making new advances, and advertisers them- 
selves are coming more and more to recog- 
nize the medium as an opportunity for reg- 
istering a well-conceived, attractively-con- 
veyed, credibly-summarized sales message 
to readers who regard the comic section as 
an established American institution. As 
such, it merits close attention to the reasons 
which have brought it into being and which 
explain its appeal today. Not until the ad- 
vertiser keys his technique to these elements 
can he reap the rewards which some have 
found in four-color comic advertising to 
date. 


Macy Move Worries Price Fixers. From 
Business Week, April 2, 1938. 


Macy’s plan, which short-circuits Fair 
Trade contracts by offering rebates of 30% 
to all who become members of their “‘book 
club” and buy four price-fixed books, has 
dampened the hopes of price regulation en- 
thusiasts. 


How Apvertisinc Acents Can BENEFIT 
FROM Farir-TRADE Price LEGISLATION, 


by William H. Ingersoll. From Printers’ 
Ink, May 5, 1938. 


When an advertised article is demoralizeP 
in price, the dealers sell it reluctantly, sell 
as little as they can, refrain from displaying 
and recommending it. If there is a real de- 
mand for an item, dealers are glad to handle 
it at a moderate margin. But when there is 
no protection or assurance of any profit on 
it, they cannot be blamed for being unwilling 
to risk their capital in stocking it. That is 
why the advertising agent cannot wisely 
ignore the right of his client to such protec- 
tion as the fair-trade laws afford. 

The skill of a good advertising agent is a 
potent force in building the value of his 
client’s trademark or brand. It is this 
brand value which suffers when the price is 
depreciated. The dealer acquires no rights 
in the brand when he buys the goods bearing 
it. The trademark and good-will remain the 
property of the advertiser and it is for him to 
say how his property may be used by others. 

To the relatively few largest advertisers 
price cutting has not been a serious problem. 
They were powerful enough to force their 
goods through to the public over dealer op- 
position. But to advertisers of average size 
who could not force demand against dealer 
indifference it was a tragedy. While they 
were patching up disrupted distribution in 
one area, cutting would break out in another. 
In order to get firmer control they had to 
stop selling through wholesalers and go di- 
rect to the retail trade, or to sell to only one 
dealer in a town. Such devices curtailed gen- 
eral promotion and advertising. 

The fair-trade laws offer relief from this 
condition. The manufacturer can now set a 
price on his branded product that cannot be 
undercut. He can offer dealers an incentive 
to stock and push his goods. He can reap 
the reward of his ingenuity and courage. 
Stability can replace uncertainty. 

This offers the advertising agent an oppor- 
tunity to solicit new accounts and put fresh 
impetus into dormant old ones. He can show 
his client how to enlist new interest and sup- 
port from dealers and put fresh energy into 
his salesmen with policies and methods that 
will increase sales. 
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The Washington meeting of the American 
Marketing Association on May 20 and 21 at 
the Mayflower Hotel was very successful. 
There were 126 formal registrations, while a 
number of people who attended individual 
sessions did not register. Dr. Wilford L. 
White and his committee are to be congrat- 
ulated upon the fine arrangements and pro- 
gram. At a short business meeting, certain 
statistics of interest about our group were 
made official. The membership increased 
from 623 on January 1, 1938, to 651 by 
May 2oth. During this period, 43 members, 
including all who had not paid 1937 dues, 
were dropped and 71 individuals admitted 
to membership. In addition, 1938 dues had 
been collected from 87 per cent of the mem- 
bership. Total 1938 income to May 20 was 
$2,998.26, including subscriptions to and ad- 
vertising revenue of THE JOURNALOF MARKET- 
1nG. Expenses for the same period amounted 
to $1,536.69, giving a capital increase for the 
period of $1,371.57. Since the July and Octo- 
ber jouRNALS must be largely paid for out of 
these funds, this capital increase is more 
apparent than real. Nevertheless, our 1938 
budget will undoubtedly be in balance for 
the year. Having started the year with 
$1,524.87, our total bank balance on May 20 
was $2,896.44. 

For some time, the Editor-in-Chief and 
the Business Manager of THE JOURNAL have 
felt that the make-up of THE JOURNAL could 
be improved and modernized without making 
any radical changes in its general appearance. 
With this objective in mind, several speci- 
men pages were made up showing various 
type arrangements. Typographical experts 
were then consulted and it was unanimously 
agreed to use a 337E Calson type leaded one 
point, with all cap headings. This new set-up 
not only improves the legibility and appear- 
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ance of THE JOURNAL OF MARKETING but also 
has the advantage of monotype setting in 
place of linotype formerly used. Therefore, 
this first number of Volume III of THE jour- 
NAL appears in a new type face, new head- 
lines and other typographical refinements 
which make it the last word in magazine 
composition. 

The Placement Committee has requests 
from a number of members in its hands. 
Most of the men who have applied for con- 
sideration in the matter of positions are 
extremely capable and their records will 
bear this out. Unfortunately, we have few 
positions to which we can recommend them. 
If this is due to a scarcity of positions 
throughout the country, naturally the mat- 
ter is not easily remedied. But, on the other 
hand, if those who need men in our field will 
let us know their needs, we can in all proba- 
bility suggest some one to them who will 
adequately fill the opening available. This 
problem is one which requires immediate 
attention, and we hope that all who may 
have vacancies will report them immediately 
to Professor J. Russell Doubman of the 
University of Pennsylvania, Chairman of 
the Placement Committee, or to the Secre- 
tary. 

The Oregon Retail Distributors’ Institute 
held its second annual conference on the 
University of Oregon campus on May 2 and 
3. Dr. N. H. Comish, Professor of Business 
Organization at the University of Oregon, 1s 
to be congratulated upon developing these 
successful retail conferences. 

Plans for the Detroit convention on De- 
cember 27-30 are being formulated. Our 
representative on the Joint Committee on 
Local Arrangements is Professor E. H. Gault 
of the University of Michigan. Professor 
Dudley M. Phelps, also of the University of 
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Michigan, will be chairman of the Program 
Committee. Program suggestions can be sent 
to either Professor Phelps or President 
Clark. 

During the last three months we have 
welcomed forty-three new members to our 
group. They are: Joseph L. Apodaca of the 
Bureau of Agricultural Economics, Wash- 
ington, D. C., Stanley Baar of the Fournal 
of Commerce, New York City; Louis M. 
Bernstein of R. H. Macy & Co., Inc., New 
York City; Harry Chapperon of the Charles 
M. Storm Co., Inc., New York City; Pro- 
fessor John H. Cover of the University of 
Chicago; Lawrence Drake of the Kroger 
Grocery and Baking Company, Cincinnati; 
J. Paul Elrod of the Parents’ Institute, Inc., 
New York City; Frank E. Fehlman of the 
Frank E. Fehlman Company, New York 
City; Clarence Francis of the General Foods 
Corporation, New York City; H. S. Gard- 
ner, Jr., of the Gardner Advertising Com- 
pany, New York City; Albert E. Haase of 
Townsend and Townsend, New York City; 
Abe Hackman of R. H. Macy & Co., Inc., 
New York City; Raymond C. Hagel of the 
McGraw-Hill Publishing Company, New 
York City; Frank A. Haring of the Conover 
Nast Publishing Company, New York City; 
Miss Cureton Harris of the Market Re- 
search Corporation of America, New York 
City; Charles W. Haynie of the Institute of 
Carpet Manufacturers of America, New 
York City; W. Herrington of Blackett-Sam- 
ple-Hummert, Inc., Chicago; William W. 
Heusner of Anheuser-Busch, Inc., Webster 
Groves, Missouri; Arthur P. Livingston of 
Lennen & Mitchell, Inc., New York City; 
Professor Harry J. Loberg of Cornell Uni- 


versity, Ithaca; Stephen J. Kennedy of 
Pacific Mills, New York City; Harry B. 
March of Perfect Circle Company, Hagers- 
town, Indiana; Herbert Marshall of the 
Dominion Bureau of Statistics, Ottawa, 
Canada; Professor Glenn N. Merry of New 
York University; Franklin L. Miller of The 
American Weekly, Cleveland; John A. Mor- 
rison of the Brown Instrument Company, 
Philadelphia; Professor Floyd W. Moore of 
Western State Teachers College, Kalamazoo; 
William L. Mullin of the McCall Corpora- 
tion, Chicago; Ralph Neave, Jr., of Sherman 
K. Ellis & Co., Inc., New York City; John 
S. Neblett of the John B. Stetson University, 
Deland, Florida; Robert E. Pent of the 
George S. May Company, New York City; 
Charles L. Petze, Jr. of the E. I. du Pont de 
Nemours & Co., Inc., Wilmington; John M. 
Rathmell of the Cromar Company, Wil- 
liamsport, Pennsylvania; Morris Salasin of 
H. M. Dittman, Advertising, Philadelphia; 
Ralph B. Sharbrough of the Great Atlantic 
and Pacific Tea Company, New York City; 
Sheldon W. Sheetz of the Ross Federal Com- 
pany, Bayside, Long Island; Irving A. Sisen- 
wein of Oldetyme Distillers, Inc., New York 
City; Erich F. Stuewe of the Agricultural 
Trade Relations, Inc., San Francisco; Haw- 
ley Sumner of the Market Research Cor- 
poration of America, Chicago; Professor 
Stanley F. Teele of Harvard University; 
Alfred C. Welch of the University of Penn- 
sylvania, Philadelphia; Alvah B. Wheeler of 
the McGraw-Hill Publishing Company, 


Philadelphia; Harry W. Witt of the Colum- 
bia Broadcasting System, KNX, Los An- 
geles; and Peter Zanphir of the McCall 
Corporation, New York City. 
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FARM SURVEYS 


Farm surveys are not made as frequently as they should be, par- 
ticularly now that most farmers are prosperous and the farm market 
offers many manufacturers their best market. 

The cost of conducting such surveys has always been the chief 
handicap to making them. Now the Hooper-Holmes Bureau offers a 
satisfactory solution. 

Because of our large staff of full-time salaried Inspectors under the 
supervision of 80 Branch Offices, we can conduct farm surveys in 355 
counties without including any charge for travel. And since each of 
these men has an automobile this staff is entirely mobile. These 355 
counties comprise 18.6 per cent of our rural population, 13.6 per cent 
of all farms, and 17.8 per cent of the value of all farms and buildings. 
They are located in all sections of the country and we believe they 
afford a fair cross-section for any rural survey. 

In addition the 55,000 correspondents used by the Hooper-Holmes 
Bureau can obtain information on all of the rural retailers in the coun- 


try without involving travel costs. 


IF ANY OF YOUR CLIENTS HAVE FARM 
PROBLEMS YOU SHOULD CONSULT US. 


THE: HOOPER-HOLMES BUREAU, INC. 


MAIDEN LANE, NEW 











